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TREASURY,  POSTAL  SERVICE,  AND  GENERAL 
GOVERNMENT  APPROPRLVTIONS  FOR  1995 


Wednesday,  March  23,  1994. 
UNITED  STATES  POSTAL  SERVICE 

WITNESSES 

MARVEL  RUNYON,  POSTMASTER  GENERAL  AND  CHIEF  EXECUTIVE  OF- 
FICER 

JOE  CARAVEO,  CHIEF  OPERATING  OFFICER  AND  EXECUTIVE  VICE 
PRESIDENT 

MIKE  RILEY,  SENIOR  VICE  PRESIDENT  AND  CHIEF  FINANCIAL  OFFI- 
CER 

Mr.  ViSCLOSKY  [presiding].  The  committee  is  in  session.  I  apolo- 
gize for  Mr.  Hoyer's  temporary  absence.  He  is  chairing  the  Demo- 
cratic Caucus  upstairs  and  as  soon  as  he  is  done,  he  will  return. 
He  extends  his  apologies,  Mr.  Runyon,  that  he  is  not  able  to  begin 
the  hearing. 

Also,  because  we  have  Chairman  Yates  with  us,  what  I  would 
like  to  do  is  to  read  an  opening  statement.  Mr.  Lightfoot  is  soon 
to  join  us,  allow  Mr.  Lightfoot  the  same  opportunity,  and  then 
allow  you  to  do  your  opening  statement. 

Following  that,  if  we  could  recognize  Mr.  Yates  for  his  testimony 
and  any  questions  that  he  has.  We  will  then  proceed  with  general 
questioning. 

I  would  like  to  welcome  the  Postmaster  General  today.  We  are 
pleased  to  have  you  appear  before  the  committee.  Last  year  at  this 
time  Chairman  Hoyer  challenged  you  and  the  preferred  rate  mail- 
ers to  work  together  to  arrive  at  a  compromise  which  would  recog- 
nize the  budget  realities  that  we  were  facing,  that  we  are  still  fac- 
ing. We  are  pleased  that,  after  a  lot  of  work,  that  compromise  was 
reached. 

In  fiscal  year  1994  we  included  the  Revenue  Foregone  Reform 
Act  in  the  Treasury,  Postal  Service,  and  General  Government  Ap- 
propriations Act.  This  act  radically  changed  the  way  that  revenue 
foregone  is  funded. 

Under  the  Revenue  Foregone  Reform  Act,  the  rates  being 
charged  to  preferred  rate  mailers  will  increase  each  year  for  the 
next  six  years  until  the  preferred  rate  mailers  are  paying  half  of 
their  overhead  nonattributable  costs. 

Further,  under  the  act,  any  second  class  publication  that  has 
more  than  10  percent  advertising  would  have  to  pay  the  full 
nonpreferred  rate  for  all  advertising.  It  also  limited  the  type  of  ad- 
vertising that  can  be  included  in  preferred  rate  third  class  mail  to 
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that  which  is  substantially  related  to  the  social,  education,  reli- 
gious, et  cetera,  purposes  of  the  preferred  rate  mailer. 

Finally,  the  act  authorized  the  payment  of  $29  million  per  year 
through  fiscal  year  2035  to  repay  the  Postal  Service  for  phasing  out 
costs  and  shortfalls  in  funding  in  fiscal  year  1991  through  fiscal 
year  1994. 

I  would  like  to  acknowledge  that  Mr.  Clay,  Chairman  of  the  Post 
Office  Civil  Service  Committee,  did  an  outstanding  job  on  the  Reve- 
nue Foregone  Reform  compromise.  The  Postal  Service  has  also  pro- 
posed a  rate  increase  for  all  classes  of  mail  which  would  go  into  ef- 
fect sometime  early  next  year. 

We  will  review  that  increase  as  well  as  the  overall  financial  con- 
dition of  the  Postal  Service  during  this  hearing. 

Again,  I  welcome  you  to  the  committee,  Mr.  Lightfoot,  Mr.  Run- 
yon,  and  Mr.  Yates.  Mr.  Yates  is  a  former  member  of  this  sub- 
committee, a  current  member  of  the  Appropriations  Committee  and 
distinguished  Chairman  of  the  Interior  Subcommittee.  He  has  some 
matters  about  which  he  would  like  to  ask  you,  and  Mr.  Hoyer  and 
Mr.  Lightfoot  have  agreed  that  Chairman  Yates  will  be  recognized 
following  your  opening  statement. 

Mr.  Yates,  welcome  to  you. 

Mr.  Yates.  Thank  you. 

Mr.  ViSCLOSKY.  And  when  Mr.  Lightfoot  appears,  obviously  I 
would  want  to  recognize  him  for  his  statement.  In  his  absence,  Mr. 
Runyon,  if  you  want  to  proceed. 

[The  prepared  statement  and  budget  justifications  follow:] 
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Thank  you,  Mr.  Chairman,  and  good  morning. 

With  me  today  are  Joe  Caraveo,  Chief  Operating  Officer  and  Executive  Vice 
President,  and  Mike  Riley,  Senior  Vice  President  and  Chief  Financial  Officer. 

We  appreciate  the  opportunity  to  discuss  the  Postal  Service's  appropriation 
request  for  Rscal  Year  1 995. 

The  President's  budget  recommends  that  the  Postal  Service  receive  its  net 
appropriation  request  of  $130,093,000  for  Fiscal  Year  1995.  This  proposal  is 
$1 44,000  smaller  than  that  received  for  Fiscal  Year  1 994. 

We  have  requested,  and  the  Administration  recommends,  the  appropriation  of 
$92.31 7,000  for  revenue  forgone  for  free  and  reduced  postage  rates.  Of  this 
amount,  $63,317,000  will  reimburse  the  Postal  Service  for  free  mail  for  the  blind, 
and  for  overseas  voting.  The  remaining  $29  million  is  the  first  in  a  series  of 
appropriations  authorized  to  reimburse  the  Postal  Service  for  shortfalls  in  funding. 

The  modest  size  of  the  revenue  forgone  item  in  this  year's  budget  reflects  the  impact 
of  last  year's  Revenue  Forgone  Reform  Act.  The  act  provided  that  nonprofit  groups 
and  commercial  mailers  will  share  the  overhead  institutional  costs  previously 
covered  by  the  revenue  forgone  appropriation. 

The  rates  on  nonprofit  mail  matter  will  be  phased  upward  over  a  six-year  period,  until 
they  cover  50  percent  of  the  institutional  cost  martcup  charged  to  the  corresponding 
commercial  classes  of  mail.  The  remainder  of  their  overhead  costs  will  be  paid  for 
by  commerdai  mailers.  Under  the  Act,  the  Postal  Service  will  be  partially 


reimbursed  for  past  revenue  forgone  shortfalls  and  the  revenue  lost  during  the 
phase-in  period  by  small  appropriations  over  42  years. 

The  Act  also  placed  significant  new  restrictions  on  the  commercial  use  of  nonprofit 
postage  rates  to  limit  the  subsidies  required  from  regular  rate  postal  customers.  It  will 
trim  almost  $20  million  in  annual  costs  by  amending  the  preferred  rate  eligibility  for 
mailings  containing  advertising  and  certain  pieces  sent  at  library  rates. 

We  are  currently  preparing  final  regulations  to  implement  the  new  restrictions  on 
unrelated  advertising  and  assist  nonprofit  mailers  in  complying  with  them.  After  the 
Treasury/Postal  Service  Appropriations  Act  was  passed  last  year,  we  published 
proposed  rules  in  the  Federal  Register  on  December  10, 1993,  and  sought  comment 
from  the  mailing  community.  At  the  request  of  many  nonprofit  mailers,  we  extended 
the  comment  period  for  an  additional  30  days,  and  on  January  28,  held  a  "town  hall 
meeting"  at  Postal  Service  Headquarters  to  receive  additional  feedback  on  the 
development  of  the  regulations.  We  are  currently  reviewing  the  several  hundred 
comments  we  received  on  this  proposal,  and  are  worthing  to  prepare  a  final  rule. 

As  much  as  possible,  these  regulations  will  apply  definitions  and  precedents  already 
developed  by  the  Internal  Revenue  Service  as  to  what  products  and  services  are 
"substantially  related"  to  the  purposes  of  an  organization.  We  are  gratified  by  the 
many  helpful  comments  and  suggestions  we  have  received  from  the  nonprofit 
mailing  community,  and  will  be  incorporating  a  large  number  of  them  in  the  final  rule. 
In  addition,  we  plan  to  issue  a  guide  later  this  year  that  will  be  patterned  on  the  one 
suggested  by  the  Advertising  Mail  Mari<eting  Association  and  the  Alliance  of 
Nonprofit  Mailers  at  the  "town  hall  meeting." 


The  Joint  Explanatory  Statement  in  the  conference  report  containing  the  Revenue 
Forgone  Reform  Act  urged  the  Postal  Service  to  "administer  the  new  eligibility 
reforms  in  a  manner  that  does  not  unduly  jeopardize  continued  access  to  the  Postal 
System  by  reduced  rate  mailers  who  are  seeking  to  comply  with  the  new  standards." 
The  conferees  also  suggested  that  the  Postal  Service  should  consider  a  phased-in 
enforcement  policy  for  the  new  rules.  We  are  working  to  accomplish  this. 

The  budget  also  contains  our  request  for  an  appropriation  of  $37,776,000  for 
Fiscal  Year  1995.  This  money  would  be  transferred  to  the  Department  of  Labor 
to  cover  workers'  compensation  payments  for  former  Post  Office  Department 
employees  disabled  by  work  injuries  before  postal  reorganization. 

Although  an  annual  public  service  appropriation  of  $460  million  to  the  Postal  Service 
is  authorized  by  law,  we  have  not  asked  for  or  received  one  since  Fiscal  Year  1 982. 
Once  again,  we  make  no  request  for  this  funding  for  Rscal  Year  1995.  However,  the 
lack  of  a  public  service  funding  request  should  not  suggest  a  lack  of  commitment  to 
customer  service  and  satisfaction  on  our  part. 

Customer  satisfaction  is  the  first  of  our  three  corporate  goals  and  foremost  in  the 
minds  of  our  employees.  Since  our  last  hearing,  we  have  done  a  number  of  things 
to  improve  our  performance  and  make  it  easier  for  our  customers  to  use  the  mail. 
In  response,  America's  households  gave  us  record  approval  ratings  in  1 993,  and  in 
the  first  quarter  of  this  fiscal  year,  our  performance  was  up  one  percentage  point 
over  the  same  period  in  1993.  I  am  pleased  to  say  that  these  independent  ratings 
are  confirmed  by  recent  Roper  Reports,  as  shown  here  (referring  to  chart  that  will 
be  on  display).  The  Postal  Service  once  again  ranked  first  among  1 4  federal 
agencies,  and  we  were  the  only  one  to  improve  our  score  over  the  previous  poll. 
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In  our  first  quarter,  on-time  delivery  of  overnight  First  Class  Mail  was  essentially 
steady.  Unfortunately,  the  earthquake  in  Los  Angeles  and  the  winter's  record  low 
temperatures  and  punishing  storms  made  it  difficult  for  us  and  all  service 
organizations  to  operate.  Our  people  showed  great  courage  and  commitment, 
digging  their  way  through  debris,  ice,  and  snow.  We  did  our  best  to  balance  the 
need  to  serve  our  customers  with  the  desire  to  ensure  the  safety  and  well-being 
of  our  employees  in  these  often  treacherous  conditions.  Still,  we  expect  a 
negative  affect  on  our  service  performance  scores  in  Quarter  II. 

While  service  levels  continue  to  be  good  nationwide,  we  recognize  that  we  have 
some  problems  in  particular  locations.  We  are  directing  our  attention  toward 
improving  service  quality  in  these  areas  and  across  the  country. 

We  are  also  working  to  keep  stamp  prices  low  and  competitive  for  our  customers. 
We  already  deliver  40  percent  of  the  worid's  mail,  and  our  29-cent  First-Class 
rate  is  the  lowest  in  the  industrialized  worid,  as  you  can  see  here  (referring  to 
chart  that  will  be  on  display).  Through  the  efforts  of  our  employees,  we've  been 
able  to  extend  our  traditional  three-year  rate  cycle  and  keep  our  rates  stable  for  a 
record  four  years. 

In  preparation  for  the  eventual  increase  in  1995,  we  have  filed  a  new  rate 
proposal  with  the  Postal  Rate  Commission.  I'm  pleased  to  report  that  this 
1 0.3  percent  across  the  board  increase  is  the  smallest  ever  sought  by  the 
Postal  Service  . . .  two  percentage  points  below  the  rate  of  inflation  . . .  and 
half  of  what  the  mailing  industry  was  expecting  just  last  fall.  A  measure  of  our 
proposal's  economy  and  fairness  is  the  strong  support  it  has  received  from  a 
wide  cross-section  of  mailers. 
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By  extending  our  rate  cycle  an  extra  year  and  seeking  a  32-cent  stamp  in  1995 
instead  of  the  previously  expected  35-cent  stamp  in  1994,  we  are  saving  postal 
customers  $14  billion  through  1996.  That  includes  a  savings  of  approximately 
$300  million  to  the  federal  govemment  in  postage  and  other  fees. 

The  Commission  now  has  up  to  1 0  months  to  consider  the  proposal  before 
making  its  recommendation  to  our  Board  of  Governors,  for  implementation 
next  year. 

We  appreciate  this  opportunity  to  discuss  our  appropriations  request  for  1 995, 
and  we  remain  committed  to  improving  our  performance  each  day,  and  delivering 
quality  service  at  a  competitive  price  for  the  American  people. 

Thank  you,  Mr.  Chairman.  That  concludes  my  prepared  statement.  We  would 
be  pleased  to  respond  to  any  questions  you  may  have. 

#     #     #     # 
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Postmaster  General's  Opening  Statement 

Mr.  RUNYON.  Thank  you. 

With  me  today  are  Joe  Caraveo,  our  Chief  Operating  Officer  and 
Executive  Vice  President,  and  Mike  Riley,  our  Senior  Vice  Presi- 
dent and  Chief  Financial  Officer. 

FISCAL  YEAR  1995  APPROPRIATIONS  REQUEST 

We  appreciate  the  opportunity  to  discuss  the  Postal  Service  ap- 
propriation request  for  fiscal  year  1995.  The  President's  budget  rec- 
ommends that  the  Postal  Service  receive  its  net  appropriation  re- 
quest of  $130.93  million  for  fiscal  year  1995.  This  proposal  is 
$144,000  smaller  than  that  received  for  fiscal  year  1994. 

We  have  requested,  and  the  administration  recommends,  the  ap- 
propriation of  $92,317  million  for  revenue  forgone  for  free  and  re- 
duced postage  rates.  Of  this  amount,  $63,317  million  will  reim- 
burse the  Postal  Service  for  free  mail  for  the  blind  and  overseas 
voting. 

The  remaining  $29  million  is  the  first  in  a  series  of  appropria- 
tions authorized  to  reimburse  the  Postal  Service  for  shortfalls  in 
funding. 

REVENUE  FORGONE  REFORM  IMPACT 

The  modest  size  of  the  revenue  forgone  item  in  this  year's  budget 
reflects  the  impact  of  last  year's  Revenue  Forgone  Reform  Act.  The 
act  provided  that  nonprofit  groups  and  commercial  mailers  will 
share  the  overhead  institutional  costs  previously  covered  by  the 
revenue  forgone  appropriation. 

The  rates  on  nonprofit  mail  matter  will  be  phased  upward  over 
a  six-year  period  until  they  cover  50  percent  of  the  institutional 
cost  markup  charged  to  the  corresponding  commercial  classes  of 
mail.  The  remainder  of  their  overhead  costs  will  be  paid  for  by 
commercial  mailers. 

Under  the  act,  the  Postal  Service  will  be  partially  reimbursed  for 
past  revenue  forgone  shortfalls  and  the  revenue  lost  during  the 
phase-in  period  by  small  appropriations  over  42  years. 

The  act  also  placed  significant  new  restrictions  on  the  commer- 
cial use  of  nonprofit  postage  rates  to  limit  the  subsidies  required 
from  regular  rate  postal  customers.  It  will  trim  almost  $20  million 
in  annual  costs  by  amending  the  preferred  rate  eligibility  for 
mailings  containing  advertising  and  certain  pieces  sent  at  library 
rates. 

We  are  currently  preparing  final  regulations  to  implement  the 
new  restrictions  on  unrelated  advertising  and  assist  nonprofit  mail- 
ers in  complying  with  them.  After  the  Treasury  Postal  Service  Ap- 
propriations Act  was  passed  last  year,  we  published  proposed  rules 
in  the  Federal  Register  on  December  10th,  1993,  and  sought  com- 
ment from  the  mailing  community. 

At  the  request  of  many  nonprofit  mailers,  we  extended  the  com- 
ment period  for  an  additional  30  days,  and  on  January  28,  held  a 
town  hall  meeting  at  Postal  Service  headquarters  to  receive  addi- 
tional feedback  on  the  development  of  the  regulations. 

We  are  currently  reviewing  the  several  hundred  comments  we  re- 
ceived on  this  proposal  and  are  working  to  prepare  a  final  rule. 
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As  much  as  possible,  these  regulations  also  apply  definitions  and 
precedents  already  developed  by  the  Internal  Revenue  Service  as  to 
what  products  and  services  are  substantially  related  to  the  pur- 
poses of  an  organization.  We  are  gratified  by  the  many  helpful  com- 
ments and  suggestions  we  have  received  from  the  nonprofit  mailing 
community,  and  will  be  incorporating  a  large  number  of  them  in 
the  final  rule. 

In  addition,  we  plan  to  issue  a  guide  later  this  year  that  will  be 
patterned  on  the  one  suggested  by  the  Advertising  Mail  Marketing 
Association  and  the  Alliance  of  Nonprofit  Mailers  at  the  town  hall 
meeting. 

The  joint  explanatory  statement  in  the  conference  report  contain- 
ing the  Revenue  Forgone  Reform  Act  urged  the  Postal  Service  to, 
and  I  quote,  "Administer  the  new  eligibility  reforms  in  a  manner 
that  does  not  unduly  jeopardize  continued  access  to  the  postal  sys- 
tem by  reduced  rate  mailers  who  are  seeking  to  comply  with  the 
new  standards,"  end  of  quote.  The  conferees  also  suggested  that  the 
Postal  Service  should  consider  a  phased  in  enforcement  policy  for 
the  new  rule  and  we  are  working  to  accomplish  this. 

TRANSITIONAL  APPROPRIATION 

The  budget  also  contains  our  request  for  an  appropriation  of 
$37,776  million  for  fiscal  year  1995.  This  money  would  be  trans- 
ferred to  the  Department  of  Labor  to  cover  workers'  compensation 
pa3rments  for  former  Post  Office  Department  employees  disabled  by 
work  injuries  before  postal  reorganization. 

PUBLIC  SERVICE  APPROPRIATION 

Although  an  annual  public  service  appropriation  of  $460  million 
to  the  Postal  Service  is  authorized  by  law,  we  have  not  asked  for 
nor  received  one  since  fiscal  year  1982.  Once  again,  we  make  no 
request  for  this  funding  for  fiscal  year  1995. 

CUSTOMER  SERVICE 

However,  the  lack  of  a  public  service  funding  request  should  not 
suggest  a  lack  of  commitment  to  customer  service  and  satisfaction 
on  our  part. 

Customer  satisfaction  is  the  first  of  our  3  corporate  goals  and 
foremost  in  the  minds  of  our  employees.  Since  our  last  hearing,  we 
have  done  a  number  of  things  to  improve  our  performance  and 
make  it  easier  for  our  customers  to  use  the  mail. 

In  response,  America's  households  gave  us  record  approval  rat- 
ings in  1993,  and  in  the  first  quarter  of  this  fiscal  year,  our  per- 
formance was  up  1  percentage  point  over  the  same  period  in  1993. 

I  am  pleased  to  say  that  these  independent  ratings  are  confirmed 
by  recent  Roper  Reports,  as  shown  on  this  chart  that  you  see  over 
here.  The  Postal  Service  once  again  ranked  first  with  the  13  Cabi- 
net level  Federal  organizations,  and  we  were  the  only  one  to  im- 
prove our  score  over  the  previous  poll. 

[The  information  follows:] 
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Mr.  Yates.  May  I  ask  a  question?  What  is  that  score  based  on? 

Mr.  RUNYON.  On  the  result  of  a  Roper  poll  that  has  talked  to 
people  who  deal  with  these  organizations  and,  let's  see,  70  percent 
of  the  people  they  polled  gave  us  a  favorable  rating.  25  percent 
gave  us  an  unfavorable  rating.  The  favorable  rating  was  1  percent- 
age point  better  than  last  year,  and  that  indicates  that  the  way  we 
are  trying  to  reinvent  the  Postal  Service  is  evidently  having  an  ef- 
fect. 

Mr.  Yates.  I  would  say  the  Roper  people  weren't  in  my  district. 

Mr.  RuNYON.  I  would  disagree  with  that.  This  is  a  nationwide 
poll  and  it  takes  into  account  that  Chicago  is  very  important  to  us 
because  it  is  the  fourth  largest  revenue  income  for  us  at  a  little 
over  1  percent  of  the  postal  revenue,  so  I  would  imagine 

Mr.  Yates.  We  can  agree  on  one  thing,  Chicago  is  very  important 
to  us. 

Mr.  VISCLOSKY.  I  would  associate  myself  with  your 

Mr.  Yates.  Thank  you.  Sorry  to  interrupt,  Mr.  Postmaster. 

Mr.  RUNYON.  It  is  okay.  In  our  first  quarter,  on  time  delivery  of 
overnight  first  class  mail  was  essentially  steady.  Unfortunately,  the 
earthquake  in  Los  Angeles  and  the  winter's  record  low  tempera- 
tures and  punishing  storms  made  it  difficult  for  us  and  all  service 
organizations  to  operate. 

Our  people  though  showed  great  courage  and  commitment, 
digging  their  way  through  debris,  ice,  and  snow.  We  did  our  best 
to  balance  the  need  to  serve  our  customers  with  the  desire  to  en- 
sure the  safety  and  well-being  of  our  employees  in  these  often 
treacherous  conditions. 

While  service  levels  continue  to  be  good  nationwide,  we  recognize 
that  we  have  some  problems  in  particular  locations.  We  are  direct- 
ing our  attention  toward  improving  service  quality  in  these  areas 
and  across  the  country. 

By  the  way,  preliminary  national  figures  for  quarter  two  show 
customer  satisfaction  is  up  slightly  from  last  quarter,  and  on-time 
delivery  is  down,  partly  due  to  the  bad  winter,  and  surprisingly 
enough,  it  is  up  in  Chicago  also  in  the  last  quarter.  That  doesn't 
mean  anything  to  me  because  it  is  only  69  percent  and  that  is  not 
good  enough. 

Mr.  Yates.  You  should  get  a  new  pollster. 

Mr.  RuNYON.  Well,  he  is  saying  it  is  69  in  Chicago  which  is  as 
bad  as  any  rating  in  any  large  city.  As  a  matter  of  fact,  it  is  worse. 

Mr.  Yates.  We  would  almost  take  that  in  my  district. 

Mr.  RUNYON.  By  the  way,  from  a  customer  satisfaction  index,  89, 
which  is  where  we  are  now,  is  higher  than  most  any  private  cor- 
poration in  the  country,  and  there  are  a  lot  of  private  corporations 
that  69  would  be  nice  for  them  to  do,  so  it  is  a  matter  of  where 
you  are  and  what  you  are  seeing  and  I  understand  that  very  much. 

Mr.  Yates.  Beauty  is  in  the  eye  of  the  beholder. 

POSTAGE  rates 

Mr.  RuNYON.  Right.  We  are  also  working  to  keep  stamp  prices 
low  and  competitive  for  our  customers.  We  already  deliver  40  per- 
cent of  the  world's  mail  and  our  29  cent  First  Class  rate  is  the  low- 
est in  the  industrialized  world,  as  you  can  see  on  this  chart. 

[The  information  follows:] 
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COMPARISON  OF  FIRST-CLASS  RATES 
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Japan 


Germany 


Switzerland 


France 


Austria 


Norway 


Belgium 


Netherlands 


Sweden 


Great  Britain 


Australia 


Canada 


United  States 


At  29e  the  United  States  remains  the  lowest  among  these  major  nations. 

*  Based  on  foreign  exchange  rates  prevailing  on  February  7, 1994. 
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Mr.  RUNYON.  Through  the  efforts  of  our  employees,  we  have  been 
able  to  extend  our  traditional  three-year  rate  cycle  and  keep  our 
rates  stable  for  a  record  four  years. 

In  preparation  for  the  eventual  increase  in  1995,  we  have  filed 
a  new  rate  proposal  with  the  Postal  Rate  Commission.  I  am 
pleased  to  report  that  this  10.3  percent  across  the  board  increase 
is  the  smallest  ever  sought  by  the  Postal  Service,  2  percentage 
points  below  the  rate  of  inflation  and  half  of  what  the  mailing  in- 
dustry was  expecting  just  last  fall. 

A  measure  of  our  proposal's  economy  and  fairness  is  the  strong 
support  it  has  received  from  a  wide  cross-section  of  mailers. 

By  extending  our  rate  cycle  an  extra  year  and  seeking  a  32  cent 
stamp  in  1995  instead  of  the  previously  expected  35  cent  stamp  in 
1994,  we  are  saving  postal  customers  $14  billion  through  1996. 
That  includes,  by  the  way,  a  savings  of  approximately  $300  million 
to  the  Federal  Government  in  postage  and  other  fees. 

The  Commission  now  has  up  to  10  months  to  consider  the  pro- 
posal before  making  its  recommendation  to  our  Board  of  Grovemors 
for  implementation  next  year.  This  moderate  increase,  if  approved, 
will  help  us  continue  to  grow  our  business,  which  is  vital  to  main- 
taining our  competitiveness. 

We  appreciate  the  opportunity  to  discuss  our  appropriations  re- 
quest for  1995  and  we  remain  committed  to  improving  our  perform- 
ance each  day  and  delivering  quality  service  at  a  competitive  price 
for  the  American  people. 

Thank  you,  Mr.  Chairman. 

Mr.  VISCLOSKY.  Mr.  Runyon,  thank  you  very  much. 

Chairman  Yates. 

CHICAGO  MAIL  SERVICE 

Mr.  Yates.  Thank  you,  very  much,  Mr.  Chairman,  for  the  oppor- 
tunity to  come  before  this  committee  and  to  ask  questions  this 
morning  of  the  Postmaster. 

Mr.  Postmaster,  I  come  here  with  a  feeling  that  I  think  was  best 
exemplified  in  the  very  famous  statement  by  Sir  Samuel  Johnson, 
when  he  was  told  about  the  second  marriage  of  a  friend,  he  consid- 
ered it  to  be  the  triumph  of  hope  over  experience,  and  I  have  come 
here  today,  after  having  interrogated  Postmaster  Tisch,  one  of  your 
predecessors,  about  the  poor  quality  of  Postal  Service  in  and 
throughout  my  district  in  the  city  of  Chicago. 

I  had  spoken  to  another  predecessor  of  yours,  Mr.  Frank,  Mr.  An- 
thony Frank,  and  I  come  here  today  to  ask  you  questions  because 
the  situation  has  not  really  improved  in  that  area  of  Chicago.  Is 
this  going  to  be  an  exercise  in  futility?  I  hope  not. 

With  respect  to  Postmaster  Frank,  I  asked  the  GAO  to  inves- 
tigate the  Postal  Service  in  my  district  and  this  was  back  in  1990, 
and  the  GAO  found  that  there  were  numbers  of  complaints  that 
had  been  made  about  deliveries  in  Chicago.  There  was  the  com- 
plaint about  slow  delivery,  not  in  time,  daily.  There  was  a  com- 
plaint about  no  delivery,  not  for  days.  Mail  was  lost.  There  was  a 
complaint  about  delivery  delayed  for  days  and  for  weeks. 

For  example,  I  was  one  of  the  victims  myself  because  I  had 
mailed  a  letter  containing  several  checks  to  my  son.  It  was  deliv- 
ered to  him  60  days  later.  There  is  the  complaint  about  delivery 
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frayed,  about  envelopes  that  are  opened  2ind  about  envelopes  that 
are  torn,  some  destroyed.  There  are  complaints  about  bags  of  mail 
that  are  thrown  into  the  lobbies  of  the  high  rises,  and  I  am  sure 
you  read  the  report  in  the  Chicago  newspapers  about  the  bag  of 
mail  that  was  being  burned  under  the  bridge  in  Chicago. 

There  are  10  years  of  complaints.  So  that  my  complaint  now 
doesn't  come  as  anything  new  to  the  Postmaster.  We  have  been 
making  these  complaints.  I  have  been  making  them  directly  to  the 
Postmaster  for  years.  It  is  almost  an  impossibility  to  get  any  kind 
of  relief. 

CHICAGO  SERVICE  PROBLEMS 

For  example,  with  respect  to  the  GAO  investigation.  On  March 
15th,  1990,  I  am  sure  you  have  a  copy  of  this  letter  in  your  files, 
Postmaster  Frank  wrote  a  letter  to  the  GAO  in  which  he  said 
that — I  will  quote  parts  of  that  and  I  will  be  glad  to  make  the 
whole  letter  available  to  you,  "These  problems  are  already  well  doc- 
umented. Regrettably,  past  efforts  to  resolve  them  have  not  been 
achieved,  have  not  achieved  their  intended  results.  As  you  rightly 
note" — this  is  GAO — "problems  stemming  from  rapid  population 
growth,  facility  constraints  and  deficient  addressing  practices  are 
not  corrected  overnight,  but  I  want  you  to  know,  I  want  you  to 
know,  a  serious  effort  is  now  under  way  to  put  these  problems  be- 
hind us  once  and  for  all." 

And  Postmaster  Frank  in  the  letter  talked  about  creating  specific 
milestones  and  time  frames  for  their  completion.  He  would  name 
individuals  by  title,  names,  that  had  primary  responsibility  for 
each  milestone  in  the  action,  and  others  by  title  and  name  with 
supporting  responsibility  for  each  of  the  identified  major  action 
stops. 

And  they  said  regional  personnel  will  monitor  this  milestone 
schedule  and  more  importantly  the  impact  of  these  changes  with 
quarterly  reviews  with  the  Chicago  Postmaster  and  her  staff. 

At  that  time  it  was  Postmaster  Norfleet.  Lincoln  Park  is  where 
the  major  number  of  complaints  came  from,  and  this  is  what  Post- 
master Frank  said,  additional  short  range  measures  being  taken, 
additional  letter  carriers  and  supervisors  have  been  assigned  to  the 
Lincoln  Park  station  to  ensure  all  routes  are  delivered  daily.  Effec- 
tive March  12th,  1990,  mail  processing  units  in  the  Chicago  post 
office  will  take  up  seven  additional  large  volumes.  In  addition  to 
normal  street  supervision,  a  street  management  team  of  delivery 
supervisors  has  been  established  to  interact  with  customers  and 
address  teams  are  working  with  the  management  and  residents  of 
large  apartment  buildings.  We  have  published  brochures.  The  liai^ 
son  person  has  been  designated  to  work  with  our  mail  processing 
operations.  Station  management  are  signing  off  on  a  daily  log  sheet 
to  ensure  mail  is  properly  color  coded,  and  a  number  of  other  sug- 
gestions. 

I  don't  have  the  time  to  go  into  them  this  morning,  but  I  will 
make  them  available  to  you.  The  bulk  mail  acceptance  operation  at 
Lincoln  Park  will  be  transferred  to  Logan  Square  to  relieve  conges- 
tion and  make  more  space  available  for  carrier  operations.  A  route 
adjustment  package  has  been  approved  for  Lincoln  Park  which  will 
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consist  of  eight  new  routes,  three  for  Graceland  which  will  be  im- 
plemented. 

Then  you  are  going  to  have  a  new  carrier  facility  which  will 
serve  the  customers  in  Graceland  under  construction  and  which 
will  relieve  the  overcrowding  at  the  Lincoln  Park  station,  and  a 
new  Graceland  finance  station  facility  will  be  located  on  North 
Ashland  Avenue. 

Then  long-range  facilities,  they  said,  construction  of  a  new  23,000 
square  foot  Rogers  Park  station  in  1993,  construction  of  a  new 
23,000  square  foot  post  office  in  Skokie,  Illinois.  All  other  postsd  fa- 
cilities in  Mr.  Yates'  district  are  projected  to  be  large  enough  to 
meet  the  needs  of  these  customers  for  the  next  five  years.  No  new 
facilities  for  Lincoln  Park,  which  was  the  worst  of  the  districts. 

In  his  letter  to  Postmaster  Frank,  this  is  what  GAO  said:  "Be- 
cause of  the  relative  frequency  of  complaints  from  Lincoln  Park 
station  customers,  we  focused  on  that  station  in  our  discussion  of 
the  complaints  with  local  Postal  Service  officials."  They  told  us  that 
the  major  cause  of  mail  delivery  problems  is  that  too  much  mail  is 
being  moved  through  too  small  a  facility.  That  has  been  true  of 
Lincoln  Park  for  the  last  15  years  and  there  are  no  new  facilities 
being  made  available  in  Lincoln  Park. 

It  was  said  that  the  Graceland  facility,  so-called  new  Graceland 
facility,  would  relieve  the  congestion.  Graceland  came  in.  We  said 
it  was — ^because  of  the  size  of  it,  it  was  obsolete  before  it  was  com- 
pleted and  that  proved  to  be  true.  Graceland  was  overwhelmed  al- 
most immediately.  And  listen  to  this,  Mr,  Postmaster,  about  seven 
years  ago — ^this  is  GAO  speaking— the  Postal  Service  began  looking 
for  a  site  for  a  separate  facility  in  the  Graceland  area  for  zip  code 
60657. 

In  1985  according  to  Postal  Service's  central  region,  real  estate 
acquisition  division,  the  Postal  Service  signed  a  five-year  lease  on 
a  vacant  lot  for  $175,000  a  year  for  that  purpose.  Nothing  was  built 
on  the  lot.  Total  lease  payments  of  $875,000  were  made.  After  sign- 
ing the  lease,  the  Postal  Service  decided  the  lot  was  unsuitable  be- 
cause it  had  been  used  as  a  garbage  disposal  site. 

And  after  evaluating  over  100  other  sites,  the  Postal  Service  has 
decided  to  convert  the  site  of  a  vehicle  maintenance  facility  into  a 
needed  carrier  station  and  construction  of  the  Graceland  facility 
was  begun,  scheduled  to  be  completed  in  October  1990. 

CONGRESSIONAL  OVERSIGHT 

How  do  I  get  your  attention?  How  does  a  Member  of  Congress 
to  whom  constituents  turn  get  the  attention  of  the  Postmaster  Gen- 
eral? I  tried  to  get  the  attention  of  Postmaster  Tisch  and  he  said, 
you  are  right,  Mr.  Yates,  your  complaints  are  right.  I  tried  to  get 
the  attention  of  Mr.  Frank.  Mr.  Frank  said  the  complaints  were 
justified.  Then  it  died  after  Mr.  Frank  left  office. 

Now,  I  am  trying  to  get  your  attention.  Under  law,  in  spite  of 
what  our  constituents  think.  Members  of  Congress  have  no  power 
at  all  to  require  you  to  do  anything.  Can  I  require  you  to  put  addi- 
tional carriers  in  any  station?  I  can't,  can  I? 

Mr.  RUNYON.  I  am  not  aware  that  you  can. 

Mr.  Yates.  The  law  was  changed  in  1970  to  deliberately  avoid 
any  possible  politicad  interference  with  the  operation  of  the  Postal 
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Service.  The  Office  of  the  Postmaster  General  was  rescinded.  There 
is  no  Postmaster  General  in  the  Cabinet  now.  I  for  one  think  that 
mail  service  is  important  enough  to  justify  having  you  as  Post- 
master General  in  the  Cabinet.  Mail  service  in  America  deserves 
that. 

We  have  been  writing  letters  to  the  Postmaster  day  after  day 
after  day  as  scores  of  complaint  letters  come  in.  The  latest  incident, 
which  I  think  you  will  appreciate,  while  I  shouldn't  bring  politics 
into  this  discussion,  it  has  some  bearing  on  the  problem.  This  has 
been  a  tough  winter  and  in  order  to  avoid  the  possibility  that 
weather  conditions  would  make  it  impossible  to  fly  to  Chicago  to 
vote  on  March  15th,  my  wife  and  I  applied  for  absentee  ballots. 

The  Board  of  Election  Commissioners  in  Chicago  mailed  the  ab- 
sentee ballots  to  us  on  March  8th,  or  March  10th.  I  came  back  to 
Washington  the  day  after  the  primary  election  on  March  15th.  I  ar- 
rived on  March  16th  and  on  that  date  the  primary  ballots  were  de- 
livered to  us  in  Washington,  first  class  mail.  It  shouldn't  take  that 
long  to  get  to  Washington. 

I  have  complaints  about  your  priorities.  Priority  mail  has  a  prior- 
ity of  30  days  according  to  people  who  have  used  it  in  Chicago  and 
have  spoken  to  me  about  priority  mail.  I  find  myself  using  Federal 
Express  more  and  more  when  I  want  very  important  papers  deliv- 
ered to  my  district  office  in  Chicago.  It  gets  there  the  next  day.  Pri- 
ority mail  doesn't. 

How  do  I  make  an  impact  on  you?  How  do  I  get  you  to  build  a 
new  facility  in  Chicago  that  will  accommodate  the  increases  in  mail 
about  which  you  spoke?  In  the  old  days  before  it  was  changed,  as 
a  Member  of  the  Appropriations  Committee,  I  could  offer  an 
amendment  for  construction  of  a  postal  facility  in  my  district  which 
the  Postal  Service  would  then  put  its  carriers  in  and  its  delivery 
people  in  to  deliver  the  mail. 

I  can't  do  that  now.  I  can't  come  to  this  committee  and  ask  for 
an  appropriation  for  the  construction  of  a  postal  facility.  I  am  get- 
ting complaints  now  from  new  parts  of  my  district,  the  suburbs. 
They  are  making  the  same  complaints  that  I  have  been  making.  In 
addition,  there  are  additional  comments  about  the  employees  not 
being  courteous,  about  calling  up  the  stations  and  not  being  able 
to  break  through  to  the  stations.  The  lines  are  busy,  or  nobody  an- 
swers the  phones. 

In  the  instances  where  they  are  able  to  break  through  on  the 
telephone,  they  are  told,  well,  there  is  nothing  we  can  do  about 
that  now. 

You  sit  in  Washington  here.  You  went  to  Chicago  on  Wednesday. 
You  heard  some  of  these  complaints  yourself.  Are  you  impressed? 
Is  there  anything  you  can  do?  What  can  you  do  to  take  care  of  a 
situation  like  this?  Mr.  Tisch  said  he  would  do  it.  Mr.  Frank  said 
he  would  do  it  and  now,  Mr.  Runyon,  I  come  to  you  and  ask  you, 
after  10  years,  what  can  you  do  to  alleviate  the  conditions  in  Chi- 
cago? 

CHICAGO  SERVICE  IMPROVEMENT  INITIATIVE 

Mr.  Runyon.  We  are  committed  to  fix  the  situation  in  Chicago. 
I  will  say  that  to  you  first  thing.  Now,  you  can  rely  on  past  experi- 
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ence  and  pass  that  by  if  you  want  to,  but  that  is  a  commitment  I 
am  making. 

Mr.  Yates.  What  is  your  commitment? 

Mr.  RuNYON.  To  fix  the  service  in  Chicago. 

Mr.  Yates.  Okay,  that  is  in  the  record. 

Mr.  RuNYON.  Yes. 

Mr.  Yates.  Okay. 

Mr.  RuNYON.  And  I  said  that  in  Chicago  at  the  Finance  Commit- 
tee meeting  also  that  I  attended  for  two-and-a-half  hours  Monday 
night.  Joe  went  up  there  Wednesday  and  stayed  there. 

Mr.  Yates.  Joe,  that  is  Mr,  Caraveo  for  the  record. 

Mr.  RuNYON.  Mr.  Caraveo  went  there  on  Wednesday  and  stayed 
there  through  Monday,  and  looked  at  all  of  the  situations  that  are 
there.  Now,  Mr.  Caraveo  is  quite  competent  in  the  Postal  Service. 
He  has  been  here — 43  years,  Joe?  He  has  been  in  the  Postal  Serv- 
ice 43  years. 

Mr.  Yates.  He  was  under  the  old  system. 

Mr.  RuNYON.  That  is  right.  He  was  under  the  old  system. 

Mr.  Yates.  When  we  could  get  something  done. 

Mr.  RUNYON.  Hopefully  you  can  get  something  done  now. 

Mr.  Yates.  Yes,  except  you  are  insulated  and  isolated  from  us 
except  for  the  opportunity  that  this  affords  to  come  and  shake 
hands  with  you  over  the  table  and  voice  our  complaints  to  you. 

I  hope  I  have,  with  my  limited  amount  of  eloquence,  been  able 
to  transmit  to  you  the  quality,  the  poor  quality  of  the  service  in  our 
district. 

Mr.  RUNYON.  I  think  you  have  spoken  very  eloquently  about 
what  the  needs  are  and  what  you  have  been  promised  in  the  past, 
and  you  have  told  me  some  things  that  I  didn't  know,  and  I  will 
go  back  and  be  very  glad  to  have  your 

notes. 

Mr.  Yates.  I  will  be  glad  to  make  available  to  you  any  of  the  pa- 
pers that  I  have  and  from  which  I  have  quoted. 

postmaster  general's  visit  to  CHICAGO 

Mr.  RuNYON.  I  would  like  to  have  those  so  that  I  can  go  back  and 
try  to  find  out  a  little  bit  about  what  has  been  done.  But  the  fact 
is,  we  need  to  fix  it  now.  We  can't  continue  to  keep  going  back  and 
say,  why  didn't  that  happen. 

The  fact  is,  it  didn't  happen,  and  I  accept  that  and  I  accept  the 
fact  that  the  service  there  is  not  what  it  should  be.  It  needs  to  be 
improved.  We  will  be  looking  at  facilities. 

When  I  was  in  Chicago  Monday,  I  did  several  things.  One  of  the 
things  that  I  did  was  to  visit  with  employees  at  the  Chicago  Post 
Office  and  there  were  people  from  all  around  Chicago  from  outlying 
stations,  and  I  heard  some  things  from  them  that  have  to  be  fixed 
also,  some  working  conditions  that  they  have  at  their  local  station 
that  impact  them  differently  than  what  you  are  talking  about,  but 
on  the  other  hand,  it  contributes  to  morale  and  how  they  feel  about 
the  Postal  Service  and  about  what  we  are  doing. 

Mr.  Yates.  May  I  just  interrupt  you  for  just  a  second?  I  shouldn't 
interrupt  you  because  you  are  making  promises  to  me.  I  asked  you 
what  can  we  do  to  do  it?  I  have  concluded  that  there  is  only  one 
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thing  I  can  do,  I  think,  to  try  to  persuade  you  if  that  becomes  nec- 
essary to  do  what  you  are  promising  to  do  now. 

The  basic  legislation,  as  Joe  will  tell  you,  provides  that  you  have 
to  deliver  mail  to  my  constituents  in  an  economic  and  efficient 
manner  at  reasonable  rates.  I  contend  that  you  are  not  following 
the  law.  You  are  not  delivering  mail  efficiently,  courteously,  on 
time. 

If  that  is  true,  do  I  have  a  right  to  go  to  Attorney  General  Reno 
and  ask  her  to  sue  you  to  make  you  do  it? 

Mr.  RuNYON.  I  would  have  to  ask  my  general  counsel  about  that. 

Mr.  Yates.  I  don't  know  the  answer  to  that  either,  but  to  me  that 
is  the  only  alternative  that  I  have  is  to  have  somebody  require  you 
to  meet  the  standards  of  the  law.  I  can't  require  you.  I  don't  know 
who  can  require  you.  It  may  be  that  the  Attorney  General  is  the 
only  one,  if  she  sees  that  the  law  does  give  me  standing  to  bring 
this  suit  or  my  constituents  standing  to  bring  suit,  particularly  a 
constituent  whose  mail  has  been  delayed,  sending  him  the  bills 
from  his  credit  service  that  requires  him  then  as  a  result  to  pay 
interest,  an  advanced  fee  because  it  hasn't  been  delivered  on  time. 

She  is  the  only  avenue  that  I  can  think  of  at  the  present  time 
that  would  permit  me  to  do  it,  and  I  don't  know  whether  I  can,  and 
that  will  require  some  legal  research.  I  would  like  to  know  what 
the  attitude  of  your  counsel  is  on  that  possibility.  But  you  go 
ahead.  I  didn't  mean  to  interrupt  you. 

[The  information  follows:] 

Does  the  Attorney  General  have  the  authority  to  sue  the  Postal  Service  over  the 
failure  to  provide  effective,  efficient  mail  service? 

The  Postal  Reorganization  Act  sets  forth  a  number  of  general  duties  for  the  Postal 
Service  to  perform  as  it  carries  out  its  functions.  Among  these  is  the  duty  to  "pro- 
vide adequate  and  efficient  postal  services  at  fair  and  reasonable  rates  and  fees." 
39  U.S.C.  403(a).  These  legislative  directions  provide  guidance  to  the  Postal  Service 
on  how  it  should  operate.  They  do  not  create  a  basis  for  a  lawsuit  to  force  the  Postal 
Service  to  provide  a  specific  level  of  service  in  a  specific  situation. 

The  Postal  Service  is  taking  action  to  ensure  that  customers  in  Chicago  receive 
the  level  of  service  that  we  are  charged  to  provide.  We  have  asked  you  and  the  cus- 
tomers of  Chicago  to  work  with  us  to  resolve  the  service  problems  you  have  identi- 
fied. We  believe  that  this  approach,  not  litigation,  is  the  path  to  a  successful  result. 

Mr.  RuNYON.  I  am  trying  to  remember  where  I  was.  I  went — as 
I  say,  I  went  to  Chicago  on  Monday.  I  visited  one  of  our  stations, 
the  Lake  view  station. 

Mr.  Yates.  You  get  to  Lincoln  Park? 

Mr.  RuNYON.  I  didn't  realize  Lincoln  Park  was  uppermost  in  your 
mind. 

Mr.  Yates.  Lincoln  Park  is  no  longer  in  my  district  really,  but 
because  I  have  been  doing  this  for  years,  people  from  Lincoln  Park 
still  write  to  me,  and  I  am  advancing  their  causes  as  well  as  those 
who  live  in  Lakeview  and  in  Uptown  and  in  the  other  areas  that 
are  in  my  district,  including  the  suburbs. 

Yes,  go  ahead. 

Mr.  RuNYON.  So  I  did  go  there.  I  talked  to  employees.  I  did  meet 
with  Senator  Simon  and  Senator  Carol  Moseley-Braun  at  the 
Lakeview  station  and  talked  to  them  about  some  of  their  concerns. 
I  did — we  did  have  a  press  conference  there  which  was  a  very  in- 
teresting press  conference  held  on  the  workroom  floor. 

We  then  talked  to  various  employees  so  that  the  media  could  be 
a  part  of  that  so  they  heard  what  our  employees  had  to  say.  I  then 
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went  with  Senator  Simon  to  the  Chicago  Club  to  attend  a  meeting 
of  mid-America  leaders  where  he  was  to  speak,  and  he  asked  me 
to  come  and  explain  some  things  about  the  Chicago  postal  service, 
and  so  I  did  that  and  took  questions  from  those  people  who  were 
there. 

I  then  met  with  our  union  leaders  and  our  association  leaders 
from  Chicago  to  get  their  input,  comments,  and  questions.  Then  I 
met  with  employees  from  around  Chicago,  not  just  from  one  post 
office  but  from  several  of  them,  probably  100  employees  who  came 
to  the  Chicago  office,  and  we  talked  to  them  and  I  took  questions 
from  them,  and  they  made  comments  to  me  about  how  they  felt 
about  what  was  happening  in  Chicago. 

I  then  met  with  Ali  Altman,  who  was  present  at  Alderman 
Burke's  office. 

Mr.  Yates.  Alderman  Smith,  I  assume,  Marianne  Smith. 

Mr.  RuNYON.  Marianne  Smith  was  there,  yes,  and  she  had  some 
comments  and  she  had  to  leave,  but  there  were  other  aldermen 
there.  I  then  met  with  the  Chicago  Sun  Times  editorial  board. 

Mr.  Yates.  I  didn't  know  that. 

Mr.  RuNYON.  To  get  their  input  and  comments  and  questions.  I 
met  with  them  for  about  an-hour-and-a-half,  I  think.  Then  I  went 
to  the  town  hall  meeting.  It  is  the  first  town  hall  meeting  I  have 
been  to  in  Chicago.  It  was  a  very  interesting  meeting.  I  heard  com- 
plaints for  two-and-a-half  hours  and 

Mr.  Yates.  I  have  heard  them  for  10  years. 

Mr.  RuNYON.  I  am  sure  you  have.  I  am  sure  you  have,  and  I  am 
sure  that  you  heard  some  of  the  same  complaints  that  I  have 
heard. 

Mr.  Yates.  I  am  sure  I  did. 

CHICAGO  task  force 

Mr.  RuNYON.  But  anyhow,  I  did  that.  Today,  we  are  getting  21 
managers  from  around  the  country  to  go  to  Chicago  and  work  with 
the  stations  that  are  having  the  major  problems  and  we  will  work 
them  around  to  where  they  get  to  all  the  stations  in  Chicago  before 
we  stop. 

They  are  not  there  to  really  assess  the  problem  and  determine 
what  needs  to  be  done.  They  are  there  to  do  something,  starting 
now. 

Mr.  Yates.  What  do  you  mean  by  a  manager?  Twenty-one  man- 
agers. Manager  of  what? 

Mr.  RuNYON.  These  are  people  who  are  postmasters  and  office 
managers  that  work  in  that  same  type  of  a  job  somewhere  else  in 
the  country.  They  are  capable  of  understanding  what  needs  to  be 
done  and  how  to  do  it  in  that  environment.  When  I  say  that  envi- 
ronment, I  am  talking  about  a  post  office  or  a  station. 

Mr.  Yates.  These  are  members  of  the  Postal  Service? 

Mr.  RuNYON.  Yes,  sir. 

Mr.  Yates.  Will  we  have  the  same  result  that  we  had  when  you 
had  SIT  teams  reviewing  the  situation?  You  had  SIT  teams  ap- 
pointed by  Postmaster  Mason.  You  know  what  happened  there. 
May  I  read  to  you  for  a  moment  here  what  happened? 

Mr.  RuNYON.  Sure. 
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Mr.  Yates.  As  you  know,  an  SIT  team  is  used  in  many  postal 
districts  as  a  crack  trouble-shooting  group  to  pursue  complaints 
from  customers,  survey  stations  that  appear  to  be  the  persistent 
targets  of  a  large  number  of  customer  complaints. 

The  Postmaster  appointed  them,  these  SIT  teams,  and  they  came 
back  and  they  reported  to  the  Postmaster  about  deplorable  condi- 
tions in  Chicago,  and  then  in  mid-October,  it  is  my  understanding 
the  Postmaster,  Mr.  Mason,  called  the  team  into  one  of  his  con- 
ference rooms  and  told  them,  one,  he  had  been  getting  an  increased 
number  of  complaints  from  station  managers  about  the  nature  of 
the  SIT  reports. 

He  said  they  were  too  harsh,  they  were  too  critical.  And,  two,  he 
wanted  the  SIT  members  to  ease  up,  to  work  more  with  station 
managers  instead  of  being  so  critical.  When  one  member  of  the 
press  asked  the  Postmaster  why  he  was  doing  this,  he  said  he 
didn't  remember  whether  he  had  done  that. 

So  your  station  managers  are  members  of  your  Postal  Service. 
Now,  are  they  going  to  give  you  an  objective  report  or  are  they 
going  to  be  a  little  more  sympathetic  as  your  Postmaster  General 
was?  I  want  you  to  have  that  much  in  mind  as  to  what  happened 
recently  in  Chicago  with  SIT  teams  that  were  supervising  the  situ- 
ation and  said,  yes,  the  complaints  are  valid.  Okay. 

Mr.  RUNYON.  Yes,  I  am  aware  of  the  SIT  team  that  was  there. 

Mr.  Yates.  And  they  are  now  being  disbursed  by  the  Postmaster? 

Mr.  RuNYON.  Yes. 

Mr.  Yates.  That  doesn't  make  sense  to  me.  I  hope  it  doesn't  to 
you,  because  if  there  are  investigators,  the  impression  I  have  and 
the  public  has  is  they  are  being  disbursed  because  they  were  criti- 
cal of  conditions  in  the  post  office. 

Mr.  RuNYON.  Well,  the  group  we  are  putting  in  now  is  going  in 
there  to  make  sure  that  changes  take  place,  not  to  find  what  the 
problems  are,  but  to  fix  the  problems.  That  is  what  this  group  is 
about,  and  it  is  a  little  different  than  to  assess  what  is  the  prob- 
lem. These  people  are  going  to  walk  into  a  station  and  work  with 
the  existing  manager  to  straighten  that  up. 

I  think  at  this  point  I  would  like  for  Joe  to  talk  about  this  a  little 
bit.  Joe,  my  chief  operating  officer. 

Mr.  Yates.  I  will  be  glad  to  talk  to  Joe  in  one  minute.  Suppose 
your  team  of  station  managers  comes  back  and  says  what  GAO 
said,  namely  that  facilities  are  too  small  to  handle  the  amount  of 
mail  that  is  there.  Suppose  the  team  says  you  need  a  new  facility 
there.  Will  you  give  us  a  new  facility? 

Mr.  RuNYON.  The  team  is  going  in  there  to  fix  the  problem  and 
what  that  takes  is  what  they  will  do.  Now,  it  may  mean  that  some 
routes  would  move  from  one  unit  to  another  unit  where  there  is 
more  space. 

If  it  is  necessary  that  we  have  additional  facilities,  then  we  will 
fix  the  facilities.  We  will  do  what  we  need  to  do. 

CHICAGO  facilities 

Mr.  Yates.  Well,  we  know  you  need  a  new  facility  in  Skokie  and 
the  Postal  Service  has  been  promising  that  for  a  number  of  years. 
It  was  supposed  to  have  been  finished,  I  think,  in  1996.  I  wish  you 
would  look  into  that. 
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Niles  had  complaints  and  they  asked  me  to  see  whether  I  could 
persuade  you  to  have  a  new  postal  area  number,  and  you  gave  it 
to  them,  and  their  complaints  pretty  well  ceased.  Am  I  taking  too 
much  time? 

Mr.  ViSCLOSKY.  No,  Mr.  Chairman. 

Mr.  Yates.  But  it  was  determined  that  Skokie  needed  a  new  fa- 
cility and  it  was  agreed  that  they  should  have  one.  I  assume  that 
Joe  would  go  ahead  and  put  it  in.  But  go  ahead,  Joe. 

Mr.  RuNYON.  Well,  okay. 

Mr.  Caraveo.  I  did  visit  Lincoln  Park  and  Don  Clark  is  the  sta- 
tion manager  there.  I  also  visited 

Mr.  Yates.  You  said  Don  Clark. 

Mr.  Caraveo.  Yes.  That  is  the  name  of  the  station  manager.  I 
also  went  out  to  Graceland.  But,  first  of  all,  let  me  say,  Lincoln 
Park  appeared  to  me  that  it  was  badly  overcrowded. 

I  understand  that  they  took  about  40  routes  out  and  put  them 
in  Graceland,  and  I  don't  know  how  they  could  have  been  in  Lin- 
coln Park  before  because  Lincoln  Park  as  it  is  now  is  overcrowded. 
What  we  are  going  to  do  is  look 

Mr.  Yates.  And  Graceland  is  too. 

Mr.  Caraveo.  Graceland  is  in  a  little  bit  better  shape.  They  have 
sufficient  space  I  think  to  do  the  job.  They  did  do  some  moving 
around.  They  moved  the  parcel  post  operation. 

I  think  Graceland  is  going  to  be  in  pretty  good  shape.  My  main 
concern  right  now  is  Lincoln  Park.  As  far  as  the  facility  is  con- 
cerned, we  are  going  to  have  to  assess  the  amount  of  volume  that 
the  carriers  are  taking  out  on  their  routes  and  make  sure  that  all 
of  the  appropriate  mechanics  are  in  place  to  see  that  the  carriers 
are  doing  the  right  things  at  the  right  time. 

CHICAGO  TASK  FORCE 

This  task  force  that  Mr.  Runyon  talked  to  you  about,  this  team 
that  we  have  going  in  is  going  to  be  headed  by  somebody  from 
Washington.  Tlie  station  managers  and  the  postmasters  from 
throughout  the  country,  are  not  going  to  be  reporting  to  the  Post- 
master at  Chicago. 

The  service  improvement  team  reported  to  the  local  people.  We 
hope  to  get  a  more  objective  look  and  better  recommendations  from 
a  group  of  managers  from  a  different  area.  But  we  are  going  to  be 
working  with  the  Chicago  people. 

Their  job  is  to  stay  there  until  it  is  either  fixed  or  procedures  are 
in  place  that  satisfy  us  that  correct  decisions  have  been  made  as 
to  what  is  to  occur.  They  are  not  going  to  sit  there  and  write  a  re- 
port and  leave. 

Mr.  Yates.  No  matter  how  long  it  takes? 

Mr.  Caraveo.  Whatever  it  takes.  We  are  going  to  leave  them 
there  or  have  somebody  else  there  to  follow  up,  but  they  are  going 
to  be  part  of  this  team. 

Mr.  Yates.  This  is  throughout  the  ninth  congressional  district? 

Mr.  Caraveo.  This  is  true  in  Chicago  and  we  will  spread  it  out. 

Mr.  Yates.  It  is  not  only  the  lake  front.  It  is  also  the  suburbs 
that  we  have  been  getting  complaints  from,  and  I  think  perhaps 
while  you  were  in  Lsdceview  and  the  other  areas,  you  weren't  aware 
of  what  the  situation  was  in  the  suburbs. 
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I  would  ask  you  all  to  include  the  suburbs  in  your  study. 

Mr.  Caraveo.  I  went  to  Uptown — no,  I  didn't  go  to  Skokie.  I 
went  to  Uptown,  Rogers  Park.  I  went  to  Dearborn — I  stayed  in  Chi- 
cago under  Mason's  area  but 

Mr.  Yates.  But  the  suburbs  are  part  of  the  problem  area.  I  hope 
that  you  will  also  include  them. 

Mr.  Caraveo.  We  will  expand  it  based  on  what  the  team  sees 
and  the  quality  of  the  mail  that  is  provided  there. 

Mr.  Yates.  Take  my  word  for  it  that  complaints  are  coming  in 
from  the  suburbs.  I  am  getting  those  complaints  and  I  will  forward 
them  to  you.  The  point  I  am  trying  to  make  is  that  I  hope  you  are 
not  limiting  your  survey  to  this  area  only  if  indeed  the  suburbs  also 
require  attention. 

Mr.  Caraveo.  We  will  expand  it  wherever  it  indicates  is  nec- 
essary. 

Mr.  Yates.  Okay.  It  may  be  necessary  in  Evanston  and  it  may 
be  necessary  in  Skokie  and  some  of  those  other  areas.  So  just  make 
a  note  of  it,  and  if  you  can  go  to  those  areas,  I  am  sure  they  will 
include  that  in  them. 

Mr.  Caraveo.  I  will  check  on  Skokie  as  soon  as  I  get  back. 

Mr.  Yates.  Thank  you,  very  much.  Does  that  conclude  your 
statement,  Mr.  Caraveo? 

Mr.  Caraveo.  Yes,  sir. 

Mr.  Yates.  Thank  you  very  much,  I  appreciate  that.  Mr.  Post- 
master, I  don't  know  whether  you  want  to  say  an3rthing  else.  I  have 
made  my  pitch.  You  have  promised  a  remedy,  ^len  are  you  going 
to  put  the  station  managers  in  there? 

Mr.  Caraveo.  They  are  in  there  today.  They  are  getting  in  there 
today. 

Mr.  Yates.  Are  they  going  to  stay  in  there  from  today  on? 

Mr.  Caraveo.  Yes.  For  instance,  we  have  a  Postmaster  from  Co- 
lumbia, South  Carolina,  the  Postmaster  of  Milwaukee,  and  an  oper- 
ations analyst  from  the  Hawkeye  District  in  Iowa.  We  have  people 
from  all  over  the  country  who  are  delivery  specialists  and  overall 
managers. 

They  are  not  confined  to  just  delivery,  because  we  are  concerned 
about  the  retail.  We  are  concerned  about  all  the  interactions  we 
have  with  customers  there.  We  are  going  to  put  a  1-800  number 
there.  We  are  going  to  look  at  a  lot  of  things  that  have  come  to  our 
attention. 

Mr.  Yates.  I  don't  know  how  large  Hawkeye,  Iowa  is.  I  suspect 
it  isn't  as  large  as  my  district  in  Chicago.  Will  they  be  aware  of 
the  unique  problems  an  overcrowded  urban  community  has? 

Mr.  Caraveo.  We  want  to  make  sure  we  have  people  experienced 
in  delivering  to  high  rises,  and  bring  people  with  different  experi- 
ences to  bear,  but  overall  it  is  going  to  be  run  by  somebody  from 
right  here  in  headquarters,  but  he  is  not  going  to  be  in  head- 
quarters. They  are  going  to  be  in  Chicago. 

Mr.  Yates.  I  agree  with  that.  I  am  grateful  that  you  are  moving 
some  of  your  supervisory  help  to  Chicago  in  order  to  deal  with  the 
problem.  I  think  that  has  to  be  done. 
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CHICAGO  INTERIM  REPORT 

Mr.  ViSCLOSKY.  Mr.  Chairman,  if  I  might  interject  for  a  moment. 
I  have  always  thought  setting  some  time  frames  and  time  goals  are 
very  important  in  these  tjrpes  of  circumstances. 

I  might  suggest,  if  the  gentlemen  would  agree  that  90  days  from 
today's  date,  that  the  subcommittee  receive  a  communication  in  the 
form  of  a  letter  or  memorandum  relative  to 

Mr.  RUNYON.  I  would  be  glad  to. 

Mr.  Yates.  It  may  be  an  interim  report. 

Mr.  RuNYON.  Of  course  it  is.  I  guarantee  you  it  will  be  an  interim 
report  because  this  situation  in  Chicago  did  not  happen  in  90  days. 
This  didn't  happen  in  90  days. 

Mr.  ViSCLOSKY.  So  we  will  concur  with  the  gentleman  from  Illi- 
nois so  that  we  don't  have  to  wait  another  12  months  to  see 
how 

CHICAGO  MAIL  SERVICE 

Mr.  RuNYON.  I  agree  with  that.  But  this  situation — ^you  know,  if 
you  want  to  go  back  to  1966  when  it  was  not  under  the  present 
kind  of  a  system. 

Mr.  Yates.  It  was  under  Joe  at  that  time. 

Mr.  RuNYON.  It  was  under  you,  sir.  You  were  part  of  the  respon- 
sibility at  that  time,  right,  and  the  Chicago  Post  Office  totally  shut 
down  on  the  17th  of  December  and  was  down  for  about  14  days  and 
no  mail  was  delivered. 

Mr.  Yates.  I  know. 

Mr.  RuNYON.  And  it  is  not  that  bad  today.  There  are  people  who 
say  it  is  almost  that  bad,  but  the  fact — the  point  I  am  trying  to 
make  is,  this  didn't  happen  overnight  in  Chicago.  It  didn't  happen 
overnight  in  the  Postal  Service. 

We  have  got  to  chemge  the  culture  of  the  employees  of  the  Postal 
Service,  the  management,  employees,  everybody  that  works  there, 
and  that  is  over  700,000  people.  That  is  our  task,  and  it  is  not 
going  to  happen  overnight. 

Experts  and  management  consultants  say  it  will  take  seven 
years  to  change  that.  We  Eire  not  going  to  wait  seven  years  to  fix 
Chicago. 

Mr.  Yates.  I  have  your  assurance  that  this  team  is  going  to  be 
there  until  this  problem  is  solved,  and  I  accept  that.  I  want  to 
know  whether  my  staff  in  Chicago,  for  example,  can  call  members 
of  that  team  or  is  there  somebody  we  can  call? 

Mr.  RuNYON.  Well,  they  can  talk  to  anyone  in  the  team  they 
want  to.  The  leader  of  the  team  would  be  the  person  they  probably 
should  contact  first. 

Mr.  Yates.  Where  will  they  find  them? 

Mr.  RuNYON.  We  will  have  to  give  a  number  to  you.  They  are 
there  today.  They  will  be  in  Chicago. 

Mr.  Yates.  Have  them  call  my  office  in  Chicago  and  establish  a 
liaison  so  we  know  if  we  have  any  questions  or  comments,  we  can 
communicate  with  them. 

Mr.  RuNYON.  Right. 

Mr.  Yates.  I  would  appreciate  that. 
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Mr.  RuhfYON.  And  if  you  feel  that  the  situation  is  not  developing 
the  way  you  think  it  should,  then  I  would  like  to  know  about  that. 

Mr.  Yates.  I  will  call  Mr.  Runyon,  or  Joe,  or  your  colleague 
whose  title  I  don't  know. 

Mr.  Runyon.  He  is  our  chief  financial  officer  who  is  sitting  here 
wondering  what  all  this  is  going  to  cost. 

Mr.  Yates.  As  a  matter  of  fact,  I  am  too,  but  I  have  an  assurance 
that  you  are  going  to  improve  it. 

Mr.  VISCLOSKY.  Before  the  Chairman  leaves,  I  would  express  on 
behalf  of  Mr.  Hoyer  and  all  of  the  Members  of  the  committee  that 
while  all  Members  on  both  sides  of  the  aisle  are  always  looking  for- 
ward for  the  opportunity  and  courtesy  to  sit  with  other  panels 
within  the  full  Appropriations  Committee,  it  remains  an  extraor- 
dinary opportunity  and  event. 

Mr.  Yates's  appearance  with  us  today  is  extraordinary  because 
his  complaints  are.  Mr.  Hoyer,  all  of  us  today,  all  of  the  Members 
of  the  committee  take  those  complaints  very  seriously. 

I  might  add  parenthetically,  as  a  Representative  of  Gary,  Indi- 
ana, considered  by  Mr.  Rostenkowski  as  part  of  the  Chicago  delega- 
tion, that  without  being  light  about  it,  I  also  believe  that  what  hap- 
pens in  Chicago  has  a  direct  impact  on  my  district,  whatever  it 
might  be. 

And  so  what  does  happen  for  good  or  ill  in  the  city  of  Chicago 
is  very  important  to  this  Member  very  personally. 

So  we  would  expect  an  interim  report  on  the  theory  that  we  can 
continue  to  follow  up  throughout  the  year  to  make  sure  that  the 
situation  is  resolved  to  everyone's  satisfaction. 

Mr.  Yates.  Grood,  thank  you.  I  want  to  thank  the  Postmaster 
General  and  Joe  and  the  finance  chairman  there.  I  want  to  thsink 
Mr.  Lightfoot  and  the  other  Members  of  the  committee  for  the  op- 
portunity to  come  in  here  and  to  meet  with  you  and  have  this  kind 
of  a  dialogue  with  you. 

I  look  forward  to  our  mutual  cooperation  in  the  near  future  and 
constant  attention  to  the  correction  of  these  complaints. 

Thank  you  very,  very  much. 

Mr.  Runyon.  Thank  you,  Mr.  Chairman. 

Mr.  Yates.  I  have  got  to  go  to  my  own  committee.  Thank  you, 
very  much. 

Mr.  VisCLOSKY.  Mr.  Lightfoot,  Mr.  Istook,  I  appreciate  your  pa- 
tience. 

Mr.  Lightfoot,  I  recognize  you  for  your  opening  statement  as  well 
as  any  questions  you  might  have. 

MR.  LIGHTFOOTS  OPENING  STATEMENT 

Mr.  Lightfoot.  Thank  you,  Mr.  Chairman. 

Mr.  Runyon,  welcome,  sir.  Maybe  to  tag  on  to  what  Mr.  Yates 
was  talking  about,  any  time  you  talk  about  a  rate  increase,  I  sus- 
pect that  the  discomfort  level  goes  up  a  little  with  people  who  may 
have  a  complaint  that  they  want  to  lodge. 

In  our  area,  it  seems  that  the  complaints  that  we  receive  have 
to  do  a  lot  more  with  policy  changes  and  so  on  than  it  does  with 
their  local  carriers  or  local  postmasters.  For  the  most  part,  in  Iowa 
at  least,  or  my  area,  the  local  postmasters  and  local  carriers  are 
thought  well  of  and  do  a  good  job,  but  the  complaints  we  get  tend 


48 

to  be  with  some  of  the  poHcy  changes,  some  of  the  things  that  you 
have  had  to  do  in  order  to  keep  the  post  office  operating. 

I  brought  along  a  few  samples  today.  I  am  going  to  deliver  a  lit- 
tle mail  if  you  don't  mind  for  you  to  take  with  you  to  look  some 
of  these  things  over.  It  kind  of  reminds  me  of  the  old  story,  Peter, 
I  don't  know  whether  I  should  tell  this  or  not,  but  back  in  the  old 
days  when  they  were  settling  our  country,  it  seems  that  the  wagon 
train  had  run  out  of  food  and  they  sent  the  scout  out.  After  a  cou- 
ple days,  he  returned  and  said,  there  is  good  news  and  bad  news. 
They  said,  what  is  the  bad  news?  He  said,  well,  I  went  50  miles 
in  every  direction.  The  only  thing  I  could  find  out  there  was  buffalo 
chips.  And  the  wagon  master  says,  good  heavens,  if  that  is  the  bad 
news,  what  would  the  good  news  be?  He  says,  well,  there  is  plenty 
of  them. 

Hopefully  that  is  not  what  we  are  getting  into  with  some  of  the 
things  with  the  Postal  Service. 

Some  good  news.  I  just  sent  a  letter  or  mailed  a  ticket  to  my  son 
who  is  in  school  to  come  home  for  the  Easter  break.  Mailed  it  out 
here  Monday  afternoon.  He  got  it  Tuesday.  So  between  here  and 
Wisconsin,  the  mail  worked.  Also  I  got  a  phone  call  yesterday  from 
a  light  company.  They  asked  why  I  had  not  paid  my  bill  at  home, 
and  we  came  to  find  out  that  the  local  Postmaster  brought  some 
envelope  over  which  had  been  caught  in  some  machinery  and  had 
chewed  the  check  up.  So  we  are  issuing  a  new  check  for  the  light 
company.  But  those  things  are  going  to  happen. 

DECEPTIVE  MAILING 

I  would  like  to  give  you  is  a  few  items  here.  First  of  all,  it  has 
nothing  to  do  with  your  operation  other  than,  I  think,  maybe  you 
need  to  look  at  this  and  see  if  this  is  a  legal  document.  If  it  is  not 
postal  fraud,  it  certainly  borders  on  it.  This  is  a  mailing  that  my 
folks  got  from  one  of  these  outfits  trying  to  raise  money  for  social 
security,  and  it  says  it  was  mailed  by  the  Eagle  Courier  Service. 
It  is  a  nonprofit  organization.  It  says  that  Congress  is  looting  social 
security,  has  no  intentions  of  paying  the  money  back. 

I  am  sure  they  had  some  sharp  lawyers  put  that  together  and  it 
is  probably  right  on  the  edge  of  stepping  across  the  line,  but  I 
would  really  like  to  have  the  Postal  Inspectors  take  a  look  at  that 
and  see  if  it  is  legitimate  and  it  complies  with  postal  regulations, 
because  it  is  a  real  scare  piece  and  between  unscrupulous  preach- 
ers and  some  of  these  fund-raisers,  they  certainly  prey  on  people 
that  are  senior  citizens. 

Mr.  RuNYON.  We  will  certainly  have  this  checked  into. 

DELIVERY  SERVICE  PROBLEMS 

Mr.  LiGHTFOOT.  Also,  since  we  have  you  here,  this  is  some  cor- 
respondence about  consolidation  of  several  routes  in  Deep  River, 
Iowa.  You  don't  need  to  respond  to  it  now,  but  if  you  would  look 
that  over  and  some  of  those  folks  aren't  happy  with  the  way  that 
has  been  resolved  at  this  point,  and  give  us  your  opinion  on  that, 
I  would  appreciate  it.  Then  here  is  a  letter  from  some  folks  who 
are  really  good  friends  of  mine  that  have  quit  using  the  post  office 
in  Corning,  Iowa  because  it  takes  about  seven  days  now  to  get  their 
mail  60  miles  away  to  their  bank.  In  fact  it  took  eight  days  for  that 


49 

letter  to  get  from  Corning  to  here.  We  would  appreciate  you  looking 
at  that. 

And  the  final  thing  to  put  in  your  mailbag,  and,  here,  I  will  even 
give  you  the  mailbag  to  put  it  in  if  you  like,  is  a  letter  from  a  con- 
stituent who  talks  about  getting  a  letter,  took  seven  days  to  go 
from  Clarinda  to  Shenandoah,  Iowa.  It  is  a  distance  of  about  18 
miles,  and  like  I  say,  I  live  in  Shenandoah.  We  have — and  our  Post- 
master and  the  folks  there  have  basically  done  a  pretty  good  job. 

That  may  be  an  anomaly,  but  nevertheless  it  happens.  I  think 
probably  what  contributes  to  it  is  mail  from  our  town,  to  go  15 
miles  down  the  road  has  to  go  60  miles  to  Omaha  to  be  sorted  and 
come  back,  and  I  think  that  may  have  contributed  to  it. 

And  finally,  and  I  hope  you  don't  get  a  hernia  with  all  this  stuff, 
but  here  is  a  box  of  goodies  that  went  to  a  postal  patron  in  Arling- 
ton, Virginia,  and  we  are  told  this  is  typically  the  condition  that 
the  mail  is  in  when  it  gets  to  this  individual's  residence  and  it 
must  be  a  pretty  common  occurrence  in  their  neighborhood  as  a 
whole. 

There  is  some  presorted  first  class  mail  in  there,  some  regular 
first  class,  nonbulk,  an  advertisement  or  I  guess  the  common  de- 
nominator is  junk  mail  as  well. 

Mr.  RuNYON.  Advertising,  that  is  what  we  call  it. 

Mr.  LiGHTFOOT.  I  will  go  with  that.  That  is  fine  with  me,  sir,  and 
from  the  standpoint  of  the  people  that  send  the  mail,  I  am  sure 
they  expect  it  to  get  there  in  as  good  a  condition  as  possible. 

With  that  t3rpe  of  service,  and  I  suspect  that  is  probably  more  in- 
herent to  an  urban  setting  than  it  is  a  rural  setting  because  a  lot 
of  times  the  boxes  are  small.  I  am  out  in  the  country.  We  have  got 
a  big  mailbox  out  in  the  farm. 

What  are  your  thoughts  about  that  sort  of  thing?  How  do  you 
deal  with  it?  I  know  you  get  tons  of  that  stuff  because  in  my  apart- 
ment where  I  live  here,  I  come  home  and  sometimes  it  is  just 
packed  full  of,  fliers  and  coupons  from  the  grocery  store  and  that 
sort  of  thing. 

Mr.  RuNYON.  It  shouldn't  be  delivered  like  this.  To  say  it  should 
be  is  wrong.  There  are  some  extenuating  circumstances  with  some 
people.  We  deliver  sometimes  to  addresses  where  there  are  four 
people  who  work  and  live  in  that  place  and  they  have  a  small  mail- 
box. With  the  rate  of  mail  coming  in  now,  advertising  mail,  it  is 
difficult  to  get  it  in  the  box,  so  there  are  some  problems  like  that 
and  we  need  to  figure  out  how  do  we  deal  with  that. 

Do  we  require  people  to  have  a  larger  box?  I  don't  know  that  we 
can  do  that.  But  on  the  other  hand,  we  can't  get  the  mail  in  the 
box.  So  we  have  got  those  kinds  of  problems  and  that  is  a  very  seri- 
ous problem  and  we  need  to  deal  with  it,  but  people  shouldn't  get 
their  mail  like  this. 

I  live  in  Virginia  myself.  I  live  in  Rosslyn,  Virginia,  and  I  am 
amazed  at  the  lack  of  mail  I  get.  I  have — ^Advo  knows  where  I  am. 
There  is  one  department  store  that  knows  where  I  am.  Of  course 
the  power  company  knows  where  I  am  and  the  cable  TV  knows 
where  I  am. 

Mr.  LiGHTFOOT.  The  phone  company  probably  finds  you  too. 

Mr.  RuhfYON.  The  phone  company  finds  me.  Those  are  the  three 
pieces  of  First  Class  Mail  I  get  a  month.  The  rest  is  advertising 
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mail  and  I  don't  get  near  the  volume  that  I  thought  I  would  get. 
Just  by  having  utilities,  I  thought  I  would  get  more  mail.  I  am  sur- 
prised. 

This  is  about  the  third  time  I  have  said  that  and  every  time  I 
say  it,  I  figure  that  everybody  will  now  know  to  send  me  mail. 

Now,  at  home  it  is  a  different  deal.  I  have  the  largest  mailbox 
that  you  can  have,  and  I  do  that  because  I  get  Express  Mail  and 
the  Express  Mailboxes,  I  can  get  two  of  them  plus  all  the  rest  of 
the  mail  in  my  mailbox. 

You  wouldn't  believe  that  we  had  an  official  box  that  we  could 
do  that,  but  we  do  have.  So  this  is  a  problem.  It  shouldn't  be  deliv- 
ered like  this  to  answer  your  question,  but  we  need  to  look  at  this 
to  see  what  is  the  cause  of  it  and  what  we  can  do  to  fix  it. 

Mr.  LiGHTFOOT.  You  and  I  probably  have  similar  experiences. 
Where  I  live  in  Iowa,  I  have  got  a  big  box,  and  of  course  in  a  rural 
setting,  if  a  package  or  something  comes  at  Christmas  time  or  what 
have  you  and  it  won't  fit,  the  mailman  just  drives  up  the  driveway 
and  puts  it  in  the  garage  and  we  don't  worry  about  it.  Or  if  there 
is  a  car  sitting  in  the  driveway,  just  throw  it  in  the  car  and  leave 
it.  It  is  a  little  different  area  out  there  than  it  is  here. 

The  apartment  I  live  in  here,  I  am  like  you,  all  I  get  is  the  utility 
bill  here,  but  I  got  a  couple  other  pieces  of  first  class  mail,  and 
there  is  nothing  you  can  do  about  it  because  it  is  people  using  your 
service,  but  on  certain  days  of  the  week,  the  apartment  manager 
puts  a  huge  bin  down  by  the  mailboxes  and  it  is  just  totally  filled 
with  a  lot  of  that  advertisement  that  is  there  and  I  don't  know  how 
you  get  around  that. 

I  guess  when  people  decide  you  don't  read  that  stuff,  maybe  they 
will  quit  sending  it. 

ADVERTISING  MAIL 

Mr.  RUNYON.  That  is  true,  but  the  facts  are  that  of  advertising 
in  mail,  80  percent  of  it  gets  read  and  that  is  why  they  send  it. 

Mr.  LiGHTFOOT.  That  is  why  we  use  the  mail  to  raise  money. 

Mr.  RuNYON.  Right.  Because  it  is  a  target  audience  and  you 
know  it  is  going  to  go  to  that  address  and  it  is  very  important. 

Mr.  VISCLOSKY.  80  percent  of  the  advertising  mail  is  read? 

Mr.  RuNYON.  Yes.  That  is  why  people  use  it. 

Mr.  LiGHTFOOT.  That  is  interesting.  Got  an  idea  there  Peter? 

Mr.  RUNYON.  Well,  we  know  these  numbers  because  we  are  very 
interested  in  trying  to  build  more  advertising  mail  and  direct  mail. 
I  mean,  we  are  in  the  business  of  selling  that,  you  see,  and  that 
is  why,  when  I  get  what  I  get  at  home,  my  wife  has  a  different 
name  than  I  have  because  she  is  in  a  business,  and  we  both  get 
a  lot  of  the  same  stuff,  but  I  don't  write  these  companies  and  tell 
them  not  to  send  it  to  me  because  I  am  making  money  every  time 
we  get  it,  so  I  let  them  keep  shipping  it  to  me.  I  just  read  one  of 
them. 

Mr.  LiGHTFOOT.  So  you  recommend  to  us  not  to  write  the  compa- 
nies and  tell  them  not  to  send  it  because  you  need  the  revenue? 

Mr.  RuNYON.  It  gives  us  revenue,  yes. 
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SAFETY  POLICY 


Mr.  LiGHTFOOT.  Our  part  for  the  Postal  Service.  One,  just  a  pol- 
icy kind  of  question  on  mail  carriers.  Do  you  have  any  kind  of  pol- 
icy as  far  as  the  carriers  wearing  head  phones  with  radios  and  so 
on  playing?  There  is  some  concern  of  the  safety  factor,  not  hearing 
a  car  come  up  when  they  cross  the  street,  that  sort  of  thing.  I  no- 
tice a  lot  of  carriers  do  that. 

Mr.  Caraveo.  I  don't  know  if  we  have  a  policy  on  that  when  they 
are  walking.  They  are  not  supposed  to  have  it  on  when  they  are 
driving.  It  is  a  safety  factor. 

Mr.  LiGHTFOOT.  So  when  they  are  walking  it  is  okay? 

Mr.  Caraveo.  I  don't  know  that  it  is  okay.  I  will  get  that  infor- 
mation for  you. 

[The  information  follows:] 

The  Postal  Service  has  had  a  pohcy  concerning  employees'  use  of  radio  or  tape 
cassette  headphones  for  over  ten  years.  Generally,  the  use  of  headphones  is  prohib- 
ited, although  a  limited  exception  applies  to  letter  sorting  machine  operators.  The 
policy  is  based  on  safety  considerations  as  the  use  of  headphones  can  draw  an  em- 
ployee's concentration  from  potentially  hazardous  conditions.  In  short,  the  prohibi- 
tion applies  to  letter  carriers  whether  they  are  walking  or  driving. 

EXPRESS  MAIL 

Mr,  LiGHTFOOT.  All  right.  A  couple  of  quick  questions  as  it  deals 
with  the  air  carriers.  Have  the  new  express  air  hub  contracts  gen- 
erated any  significant  new  volumes  of  express  mail? 

Mr.  Caraveo.  I  think  it  has.  Our  Express  Mail  volume  had  been 
declining  for  a  number  of  quarters  and  all  of  a  sudden — and  I  don't 
know  that  it  is  just  specifically  because  of  the  hub,  but  service  has 
gotten — the  volume  has  picked  up  since  we  opened — since  we  went 
into  this  new  contract  where  we  have  expanded  the  hub,  but  I  don't 
know  that  there  is  a  direct  relationship,  because  not  even  half  of 
our  Express  Mail  goes  through  that  hub. 

Mr.  RUNYON.  When  we  put  the  hub  in,  we  increased  our  lift  ca- 
pacity by  37  percent  which  means  that  we  could  handle  more 
through  there,  and  that  has  helped  us  somewhat  in  increasing  that 
volume.  Our  Priority  Mail  volume  is  up  a  considerable  amount 
also. 

Mr.  LiGHTFOOT.  Then  that  leads  to  the  next  question.  Is  the  ex- 
press mail  network  essential  to  priority  mail? 

Mr.  RuNYON.  No.  The  Express  Mail  network  is — I  believe — I  will 
get  you  the  exact  number  for  the  record,  but  I  think  it  is  roughly 
60  percent  of  our  Express  Mail  goes  through  there. 

The  other  portion  of  course  goes  through  regular  airlines  or  is  de- 
livered by  truck  overnight.  You  see,  a  lot  of  Express  Mail  that  goes 
from  one  location  to  another  location  in  the  proximity  of  driving 
ranges  is  not  handled  by  air  that  way.  It  is  not  necessarily  air  ex- 
press. 

Mr.  LiGHTFOOT.  So  some  of  that  mail  is  and  could  be  handled  at 
a  cheaper  rate  by  going  commercial? 

Mr.  RuNYON.  Well,  we  are  making  sure  that  it  gets  delivered 
overnight.  You  want  to  say  something  here? 

Mr.  Riley.  I  did  want  to  make  the  point  about  the  trucks.  A  lot 
of  the  mail  does  go  by  truck  and  that  is  cheaper.  Express  Mail, 
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when  it  can,  goes  through  the  hub.  In  those  places  we  don't  have 
the  reach  to  get  it,  it  goes  by  air. 

It  goes  commercial  and  that  is  the  cause  of  the  two  day  service 
as  opposed  to  the  overnight  service  in  a  number  of  cases. 

Now,  there  are  some  cases  where  we  don't  meet  our  commitment, 
but  if  things  work  as  they  are  supposed  to,  and  it  needs  to  go  by 
air,  it  goes  through  the  hub  because  we  can't  make  the  commit- 
ment if  we  go  by  commercial  air  in  the  vast  majority  of  cases. 

Mr.  RuNYON.  There  was  a  comment  made  earlier  about  using  Ex- 
press— Fed  Ex,  and  I  think  we  should  say  that  Fed  Ex  now  has  a 
contract  with  the  Federal  Grovemment  to  deliver  mail  at  a  much 
cheaper  rate  than  we  can  do.  So  most  mail  out  of  the  offices  in 
Washington  goes  by  Fed  Ex  as  opposed  to  Express  Mail. 

Mr.  LiGHTFOOT.  As  far  as  the  express  mail  network  is  concerned, 
how  much,  if  any,  of  that  mail  transported  by  that  network  is  not 
express  mail? 

Mr.  RuNYON.  By  that  network,  about  7  percent  of  our  priority 
mail  goes  over  that  network. 

Mr.  LiGHTFOOT.  7  percent? 

Mr.  RuNYON.  Yes. 

Mr.  LiGHTFOOT.  Is  that  pretty  much  like  it  was  last  year? 

Mr.  RuNYON.  Yes.  It  is  not — it  is  not  growing. 

PRIORITY  MAIL 

Mr.  LiGHTFOOT.  Advertising  on  priority  mail.  That  has  appar- 
ently been  very  effective  in  keeping  some  growth  there,  or  giving 
you  some  substantial  growth.  If  this  trend  would  continue,  are  you 
planning  on  expanding  the  capacity  of  express  mail  to  accommo- 
date that  new  volume  or  what  are  your  plans? 

Mr.  RuNYON.  We  are  looking  at — no,  not  expanding  Express 
Mail.  We  are  looking  at  ways  to  move  Priority  Mail  more  effectively 
so  that  we  can  get  all  Priority  Mail  delivered  in  two  or  three  days. 

There  are  certain  areas  in  priority  mail  that  we  can't  get  to  in 
two  days  and  when  people  give  us  priority  mail,  our  clerks  are  sup- 
posed to  explain  to  them  where  it  can  get  to  in  two  days,  and 
where  it  takes  three. 

We  stopped  our  advertising  of  the  two,  two,  two,  you  know,  two 
days,  two  pounds,  at  $2.90.  We  don't  do  that  anymore.  So  the  fact 
is  that  we — and  we  also  are  looking,  you  know,  how  do  we  do  this 
when  the  rate  goes  up.  Because  the  rate  on  that  mail  is  going  to 
go  up  from  $2.90  to  $3.20  was  our  recommendation  to  the  Postal 
Rate  Committee. 

SECOND-CLASS  MAIL  RATES 

Mr.  LiGHTFOOT.  I  have  got  some  other  questions  I  will  submit  for 
the  record,  Peter.  One  question  that  you  may  want  to  address  later, 
the  small  rural  newspapers  are  very  concerned  over — they  feel  like 
that,  what  is  it,  second  class  takes  a  considerably  bigger  jump  than 
some  of  the  other  rates,  and  I  guess  they  would  like  an  explanation 
of  the  justification  for  that,  and  if  anything  can  be  done  to  keep 
that  in  place,  more  in  line  with  the  overall  increase. 

Mr.  RuNYON.  We  are  looking  at  that  now.  The  simple  expla- 
nation for  that  is  that  in  1990  when  the  rates  were  set,  they  fully 
met  their  attributable  cost.  At  the  present  time,  they  are  meeting 
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less  than  80  percent  of  their  attributable  cost,  and  one  of  the  rules 
is  that  you  have  to  meet  your  attributable  cost,  and  getting  them 
to  their  attributable  cost  added  a  considerable  amount  to  their — 
the  price  of  mail,  and  the  rates  are  proposed  to  go  up  34  percent 
as  opposed  to  10.3. 

I  met  with  these  mailers.  The  day  after  our  rate  increase  re- 
quest, I  had  the  fortunate  opportunity  of  speaking  to  the  whole 
group  here  in  Washington  and  I  took  questions  from  them  and  we 
had  a  technical  conference  that  afternoon  where  we  were  trjdng  to 
get  results  and  find  out  why  the  costs  went  up.  And  we  are  still 
working  with  them  on  that. 

The  fact  is  though,  the  second-class  mail,  which  is  where  we  are 
talking  about,  I  think  it  is  not-for-profit  and  in-county 
newspapers 

Mr.  LiGHTFOOT.  Right. 

Mr.  RUNYON  [continuing].  Is  where  the  problem  exists,  and  that 
volume  has  dropped,  and  so  as  the  volume  drops,  then  the  attrib- 
utable cost,  I  think,  goes  up.  But  we  are  working  with  them  from 
a  technical  standpoint  to  understand  what  we  can  do,  what  we  can 
do  to  make  it  right  for  them. 

Mr.  LiGHTFOOT.  I  appreciate  that. 

Mr.  RuNYON.  We  are  certainly  not  attacking  them  and  choos- 
ing— ^you  know,  picking  them  out  to  increase  their  rates.  That  is 
not  what  we  are  tr3dng  to  do. 

Mr.  LiGHTFOOT.  And  from  their  perspective,  a  lot  of  these  small 
newspapers  are  hanging  on  by  the  fingernails  to  stay  in  business 
anyway  and  in  our  part  of  the  country  at  least,  what  maybe  used 
to  be  a  small  county  paper  that  had  a  concentration  in  the  county, 
now  it  may  be  going  over  a  couple  of  county  lines  with  its  cus- 
tomers, so  they  kind  of  get  in  a  Catch  22  thing  there. 

Mr.  RuNYON.  I  am  not  all  that  familiar  with  the  rates,  but  they 
call  it  in-county  rate,  so  I  assume  if  that  goes  out  of  that  county 
into  another  county,  it  is  another  rate. 

Another  thing  that  got  to  them  somewhat,  got  to  all  not-for-prof- 
its,  is  there  was  a  4  percent  increase  that  came  about  through  the 
Revenue  Forgone  Reform  law  that  was  passed.  It  will  raise  rates 
over  a  period  of  six  years.  It  goes  up  a  certain  amount  each  year, 
and  I  think  that  was  about  4  percent  in  the  case  of  those  news- 
papers. 

Mr.  LiGHTFOOT.  Some  of  these  papers  of  course,  they  are  for  prof- 
it, which  puts  them  in  the  other  category,  and  again,  you  cross  the 
county  line,  the  rate  goes  up  and  they  have  got  some  problems. 

Mr.  RuNYON.  Right. 

Mr.  LiGHTFOOT.  I  appreciate  you  working  with  them  on  it. 

Mr.  RuNYON.  Thank  you. 

Mr.  VISCLOSKY.  Thank  you,  very  much. 

We  have  a  vote  in  progress,  so  I  will  recess  the  committee  for  a 
moment  or  two.  Mr.  Istook,  I  will  recognize  you  upon  my  return. 

[Recess.] 

Mr.  VisCLOSKY.  Mr.  Istook. 

Mr.  Istook.  Thank  you,  Mr.  Chairman. 

Mr.  Runyon,  good  to  see  you  again. 

Mr.  Runyon.  Gk)od  to  see  you. 
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Mr.  ISTOOK.  I  am  sorry  to  have  to  take  you  away  from  the  press 
there.  I  know  you  were  enjoying  that. 

Mr,  RUNYON.  Well,  it  is  okay.  We  deal  with  everybody  that  comes 
around. 

Mr.  ISTOOK.  Listening  to  the  other  people,  I  certainly  have  got 
to  tell  you,  I  have  got  probably  the  universal  gripe,  if  the  mail  is 
bringing  me  a  bill,  it  seems  to  get  their  immediately  and  if  it  is 
bringing  me  a  check,  it  always  seems  to  be  delayed. 

I  don't  know  how  you  manage  to  do  that,  but  if  you  could  look 
into  that. 

POSTAL  SERVICE  EMPLOYMENT 

Mr.  RuNYON.  When  we  do,  we  will  reverse  it. 

Mr.  ISTOOK.  I  am  sure  you  will.  I  did  want  to  ask  you  on  a  couple 
of  serious  things.  I  have  been  contacted  by  some  constituents  mak- 
ing me  aware  of  the  transitional  employee  program.  I  understand 
these  are  a  non-career  temporary  work  force,  and  they  do  not  of 
course  receive  the  same  benefits  that  a  normal  employee  would. 

Their  concern  has  been  that  despite  the  fact  that  they  have  been 
employed  through  the  Postal  Service,  have  received  training  and 
had  to  perform,  of  course,  up  to  standards,  when  it  comes  to  a  time 
when  a  permanent  employee  may  be  hired,  they  tell  me  there  is 
no  preference  whatsoever  given  to  hiring  these  persons  who  have 
already  proven  their  ability,  been  through  training,  and  are  per- 
forming up  to  your  standards. 

Is  that  accurate?  Is  there  any  preference  whatsoever  when  hiring 
a  permanent  employee  given  to  a  transitional  worker? 

Mr.  Caraveo.  When  we  have  transitional  employees,  they  have 
the  opportunity  to  take  the  exam  earlier.  They  have  to  pass  the 
exam. 

So  they  do  have  some  preference,  but  it  is  required  that  they 
pass  the  examination,  pass  the  Postal  Service  entrance  exam. 

Mr.  ISTOOK.  What  does  the  examination  test  that  is  not  already 
demonstrated  by  their  performance,  presuming  that  they  have  been 
on  the  job  for  any  appreciable  period  of  time? 

Mr.  Caraveo.  Well,  there  is  a  minimum  qualification  that  you 
have  to  pass  the  examination  regardless  of  how  long  you  have  been 
working  there  as  either  a  casual  or  a  temporary  employee,  transi- 
tional employee  is  the  one  we  are  talking  about. 

Mr.  ISTOOK.  Is  there  anything  in  the  original  screening  and  test- 
ing process?  What  are  the  standards  that  a  permanent  hire  has 
met  that  a  transitional  hire  has  not  met  when  hired  originally? 

Mr.  Caraveo.  Well,  probably  two  years  ago  we  were  very  lax  in 
bringing  on  non-career  employees.  We  didn't  require  them  to  go 
through  all  of  the — through  the  hoops  that  we  do  now  since  we 
have  been  tightening  up  our  requirements  for  entrance  into  the 
Postal  Service. 

As  far  as  the  transitional  employees  are  concerned,  they  were 
brought  in  originally  just  to  close  the  gap  between  where  we  were 
and  where  we  would  be  when  we  had  automation  that  would  be  re- 
placing them  rather  than  hiring  career  employees. 

Since  then  we  have  had  some  changes  and  we  had  a  lot  of  vacan- 
cies and  we  recognized  we  would  have  to  increase  our  career  com- 
plement. We  reached  an  agreement  with  the  labor  unions  that  we 
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could  bring  the  transitional  employees  into  our  work  force  by  hav- 
ing them  pass  an  examination  and  then  they  wouldn't  have  to  go 
through  the  regular  application  procedure. 

So  that  was  a  major  step  to  get  them  around  what  they  would 
have  done  before,  and  that  is  where  it  is  now. 

If  they  have  passed  an  examination,  even  though  they  are  a  tran- 
sitional employee,  they  can  be  hired  without  having  to  act  like 
somebody  who  is  just  coming  in  looking  for  postal  employment,  be- 
cause our  testing  is  limited,  but  we  will  open  the  exams  for  them. 

So  they  do  have  a  big  advantage  over  someone  that  is  not  a  tran- 
sitional employee. 

Mr.  ISTOOK.  You  say  if  they  pass  the  test,  they  can  be  hired. 
Does  that  mean  that  the  hiring  official  may  consider  them,  but  is 
not  required  to  give  them  any  sort  of  priority  consideration? 

Mr.  Caraveo.  Well,  if  they  pass  the  test  and  there  is  an  opening 
and  their  service  has  been  satisfactory,  they  would  be  hired  in  all 
likelihood.  I  can't  imagine  them  not  being  hired,  but  they  have  to 
be  hired  where  there  is  an  opening. 

Mr.  ISTOOK.  Yes.  And  I  am  trjdng  to  distinguish  between  your 
saying  in  all  likelihood,  because  you  are  presuming  that  the  judg- 
ment call  of  the  hiring  official  would  be  to  prefer  someone  who  has 
acquired  that  experience,  but  there  is  a  difference  between  presum- 
ing that  that  would  be  their  judgment  and  having  anything  in  your 
hiring  procedures  that  require  them  to  give  that  preference  to  a 
satisfactorily  performing  transitional  hire. 

Mr.  Caraveo.  Where  we  could  have  had  some  problems  come  up 
in  this  regard  is  if  a  transitionsd  employee  takes  the  examination, 
and  let's  say  they  work  in  one  city,  and  a  vacancy  comes  up  in  a 
different  nearby  city,  then  they  can  be  considered  for  hiring  in  the 
other  city,  so  then  the  other  person  has  to  interview  them,  and 
even  though  they  have  experience  in  the  office  where  they  are  cur- 
rently employed,  we  want  to  make  sure  that  that  experience  is 
transferable  to  the  office  that  has  a  vacancy. 

The  office  where  they  are  employed  may  not  have  a  vacancy  be- 
cause those  positions  are  interim  positions  and  perhaps  that  posi- 
tion is  slated  to  be  replaced  through  automation,  whereas  the  other 
one  wouldn't  be. 

Mr.  RUNYON.  There  could  be  a  case  where  a  transitional  em- 
ployee could  pass  the  test  and  have  performed  satisfactorily  for  a 
year,  but  didn't  have  the  benefit  of  being  a  veteran,  and  another 
person  who  passed  the  test  who  hadn't  worked  at  the  Postal  Serv- 
ice who  is  a  veteran  would  have  veteran's  preference. 

So  that  is  another  little  situation  that  happens  because  we  are 
covered  by  the  Veterans'  Preference  Act — that  is  the  way  it  works. 

Mr.  ISTOOK.  Sure.  You  mentioned  there  were  previously  commu- 
nications with,  I  suppose  the  Letter  Carriers  Union,  regarding 
changing  the  hiring  standards  for  transitionals. 

Is  there  any  further  change  in  the  works  or  under  active  consid- 
eration, or  is  that  basically  a  static  policy  that  you  have? 

Mr.  RuNYON.  Well,  you  know,  I  don't  really  know  the  answer  to 
that  question.  I  will  get  it  for  you  for  the  record,  but  our  labor  rela- 
tions vice  president  would  be  the  person  who  would  be  making 
those  arrangements  with  the  unions.  So  I  think  I  need  to  have  his 
input  into  this. 
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Mr.  ISTOOK.  I  would  appreciate  further  information  on  that  be- 
cause I  have  been,  as  I  say,  contacted  by  some  constituents. 
[The  information  follows:] 

Transitional  Employees  (TEs)  may  either  be  hired  from  the  career  entrance  reg- 
ister or  from  among  those  casuals  who  successfully  complete  at  least  one  89-day  ap- 
pointment. Since  what  is  being  offered  is  a  non-career  appointment,  even  when  TE 
hiring  is  done  from  the  register,  those  applicants  who  are  only  interested  in  career 
appointments  stay  on  the  entrance  register  if  they  turn  down  an  inquiry  for  a  TE 
position. 

Being  a  TE  gives  no  advantage  in  terms  of  getting  a  career  appointment  per  se. 
By  virtue  of  agreements  with  the  NALC  and  the  APWU,  however,  TEs  have  the  op- 
portunity to  take  the  career  entrance  examination  after  they  have  successfully 
served  one  359-day  TE  appointment.  This  is  a  significant  advantage  to  the  eligible 
TE  since  registers  are  only  open  to  the  general  public  every  few  years.  The  transi- 
tional employee  who  passes  the  examination  has  his  or  her  score,  augmented  by  any 
applicable  veteran  preference  points,  added  to  the  existing  register. 

When  the  installation  head  fills  a  vacancy  by  appointment  from  the  register  of 
eligibles,  the  top  three  on  the  register  are  contacted  for  interviews.  The  person  who 
appears  to  best  meet  the  requirements  of  the  position  is  employed,  providing  a  vet- 
eran is  not  passed  over  by  selecting  a  lower  ranking  eligible  not  entitled  to  veterans' 
preference.  If  the  transitional  service  is  successful,  this  usually  results  in  favorable 
consideration  in  applying  this  "rule  of  three"  for  the  TE  when  he  or  she  is  reached 
for  a  career  appointment. 

PRIVATE  EXPRESS  STATUTES 

Mr.  ISTOOK.  I  wanted  to  ask  you  also  regarding  the  statutes  re- 
garding the  leg£d  terminology  distinguishing  between  extremely  ur- 
gent letters  and  regular  letters. 

There  has  been  a  lot  of  publicity  focusing  upon  what  many  com- 
panies say  are  fines  that  have  been  levied  against  them  for  using 
overnight  delivery  services,  not  the  Postal  Service,  to  deliver  pieces 
of  mail,  and  I  received  a  copy  of  your  letter  or  memorandum  on  the 
situation. 

Has  any  company  actually  been  fined  through  the  enforcement 
program  of  the  Postal  Service? 

Mr.  RUNYON.  No  company  has  been  fined  at  all.  Anything  that 
they  have  done  that  does  not  meet  the  statutes  in  the  past  is  for- 
gotten or  forgiven  and  the  only  thing  that  happens  is,  if  they  ask 
us  to  come  in  and  make  a — by  the  way,  we  have  madir,  I  believe 
it  is  41  audits  in  five  years. 

We  deal  with  10  million  companies,  so  41  audits  in  five  years 
when  we  have  10  million  companies  is  not  a  large  number,  but 
there  are  no  fines. 

What  happens  is,  if  they  are  using  the  mail  in  a  way  that  is  not 
the  way  the  statutes  say,  and  they  want  to  do  that,  then  they  pay 
us  the  difference  and  they  sign  an  agreement  to  do  that,  and  then 
they  pay  us  that.  But  it  does  not  go  back  in  time.  It  only  starts 
when  they  sign  the  agreement. 

Mr.  ISTOOK.  Who  has  initiated  the  audits  and  how  have  you  se- 
lected the  41  companies  out  of  the  massive  number  that  you  deal 
with? 

Mr.  RuhfYON.  What  happens  is  they — some  of  them  themselves 
ask  us  to  come  in,  or  other  customers  ask  us  to  make  the  audits. 
We  don't  have  a  random  check  that  we  make.  We  don't  have  a  com- 
puter check  that  we  pick  somebody  out  of  the  computer  to  audit. 
We  don't  do  it  like  that. 
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Mr.  ISTOOK.  You  say  these  have  been  cases  of  a  company  volun- 
tarily saying  come  and  audit  us. 

Mr.  RUNYON.  Come  and  talk  to  us  about  how  we  are  doing  the 
mail.  Are  we  doing  it  the  way  we  should  be  doing  it.  And  by  the 
way,  we  give  mailers  an  awful  lot  of  help  on  how  to  run  their  mail 
rooms. 

We  could  go  to  any  number  of  companies  that  use  our  service, 
which  I  do,  and  I  go  to  the  mail  room  and  say  how  are  things  there. 
They  said  really  great,  you  have  got  a  great  Postmaster.  He  comes 
over  here  and  helps  us  figure  out  how  to  save  money. 

If  we  can  help  them  save  money,  then  they  will  use  more  of  our 
service,  so  we  are  very  interested  in  that  and  very  helpful  to  them 
in  those  regards. 

Mr.  ISTOOK.  Regarding  a  negotiation  when  it  comes  to  the  Postal 
Service  meeting  with  the  company  directly,  is  the  topic  brought  up 
that  you  are  subject  to  potential  fines  if  you  are  not  using  the  U.S. 
mail  for  delivery  of  anjrthing  other  than  extremely  urgent  material? 

Mr.  RuNYON.  We  don't  do  fines,  have  not  done  them,  and  we 
don't  expect  to  do  them  in  the  future. 

Mr.  ISTOOK.  You  have  the  authority  to  do  so? 

Mr.  RuNYON.  I  don't  know  if  we  do  or  not,  I  really  don't,  but  I 
know  that  we  haven't  done  it. 

Mr.  ISTOOK.  Let  me  ask  this.  You  don't  normally  have  a  company 
that  is  going  to  sit  down  with  a  representative  of  the  Postal  Service 
and  you  are  there  trjdng  to  help  them  save  money,  but  it  ends  up 
that  instead  of  diminishing  the  amount  of  expenses  they  are  pay- 
ing, that  they  continue  to  pay  the  private  delivery  service  the  same 
as  they  always  have,  plus  make  an  annual  payment,  maybe  it  is 
$10,000  maybe  it  is  $100,000,  whatever  it  might  be,  to  the  United 
States  Postal  Service.  Now,  that  is  not  money  saving. 

There  is  some  sort  of  stick  as  well  as  a  carrot  that  is  offered  in 
those  meetings. 

Mr.  RuNYON.  Well,  we  are  following  the  statutes  and  we  are  ex- 
plaining to  them  what  the  statutes  are,  and  that  is  what  we  are 
doing. 

Mr.  ISTOOK.  But  that  does  include  the  possibility  of  being  fined 
in  some  form  or  fashion  if  they  do  not,  does  it  not? 

Mr.  RuNYON.  We  have  not  made  fines,  and  I  don't  know  of  any 
policy  we  have  in  place  to  fine  somebody.  Now,  if  a  person  doesn't 
follow  the  law  in  what  they  should  do  after  they  know  what  the 
law  is — a  lot  of  people  don't  follow  the  law  and  they  don't  know  it. 

Mr.  ISTOOK.  I  thought  it  was  a  very  simple  question  I  asked  and 
I  don't  like  it  being  danced  around.  My  question  was  simply  wheth- 
er in  these  meetings  the  potential  for  being  fined  is  brought  up  by 
the  Postal  Service  representative. 

Mr.  RuNYON.  I  can't  answer  that  question.  I  will  find  out  if  we 
tell  them  their  potential  to  be  fined.  I  think  they  are  not,  but  I  will 
get  the  answer  for  you. 

[The  information  follows:] 

We  have  no  authority  to  impose  fines.  If  a  case  is  presented  to  the  Justice  Depart- 
ment by  the  General  Counsel,  a  fine  could  be  imposed.  Inspection  Service  instruc- 
tions to  field  inspectors  explain  the  Private  Express  Statutes  and  applicable  provi- 
sions of  the  law  to  help  the  customer  determine  if  they  are  in  compliance.  The  Code 
of  Federal  Regulations  discusses  the  courses  of  action  that  the  Postal  Service  may 
take  with  regard  to  Private  Express  investigations  and  does  address  fines.  We  do 
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not  believe  that  inspectors  discuss  fines  with  customers.  Voluntary  compliance  is 
emphasized  during  our  adults. 

Mr.  ISTOOK,  That  is  my  question  on  that  score. 

You  also  indicated  that  the  audits  arise  out  of  two  instances,  one 
in  which  there  has  been  a  meeting  with  a  representative  person  in 
the  Postal  Service,  and  another  where  a  third  party  has  requested 
the  audit. 

Are  we  talking  about  competitors  requesting  that  their  competi- 
tion be  audited?  How  is  it  that  the  third  party  is  involved? 

Mr.  RUNYON.  I  really  don't  know.  I  will  have  to  give  you  the  peo- 
ple who  have  been  making  those  audits  to  provide  that  answer.  I 
will  be  glad  to  do  it. 

Mr.  ISTOOK.  I  understand  that  anybody  that  is  charged  with  en- 
forcing a  civil  or  a  criminal  law  follows  up  on  leads  that  come  from 
third  persons.  Some  people  of  course  will  say  that  it  smacks  of 
other  things  because  someone  is  turning  them  in,  since  obviously 
you  have  very  few  that  you  are  able  to  focus  on.  I  would  be  inter- 
ested to  know  how  many  of  these  41  instances  have  been  occa- 
sioned by  a  third  party  sajdng,  'you  need  to  go  in  and  look  at  these 
people  because  they  ought  to  be  paying  you  some  money  and  they 
are  not  pa5dng  you.' 

Mr.  RuNYON.  Okay,  I  will  provide  that  for  the  record. 

[The  information  follows:! 

The  audits  of  the  41  firms  for  which  Private  Express  cases  were  closed  during  the 
period  from  Fiscal  Year  1989  through  Fiscal  Year  1993  were  initiated  in  several 
ways.  Many  of  the  cases  closed  in  Fiscal  Year  1989  were  self-initiated.  Many  of  the 
later  cases  were  initiated  at  the  request  of  postal  management,  the  General  Coun- 
sel, customers  themselves,  or  because  of  customer  complaints. 

PRIVATE  EXPRESS  STATUTE  LEGISLATION 

Mr.  ISTOOK.  I  appreciate  that.  There  are  of  course  different  legis- 
lative proposals  that  talk  about  changing  that  standard.  Do  you 
have  any  thoughts  you  would  like  to  share  on  the  wisdom  of  chang- 
ing any  of  the  underlying  statutes? 

Mr.  Ru^fYON.  The  private  express  statutes  were  put  in  by  Con- 
gress really  to  protect  the  public,  and  some  of  the  legislation  I  have 
seen  would  eliminate  the  private  express  statutes,  and  if  they  were 
eliminated,  what  would  happen  is,  in  my  opinion,  many  places  like 
Washington,  D.C.,  Chicago,  Illinois,  every  large  city  in  this  country, 
would  have  a  local  mail  service,  and  what  that  would  mean  is  that 
they  would  come  in  and  say,  we  can  deliver  mail  for  you  in  that 
city  for  25  cents  or  some  number  that  would  be  lower  than  what 
we  could  do  that,  and  that  would  begin  to  erode  the  universal  serv- 
ice at  a  uniform  price,  because  while  they  would  do  that  to  the  ad- 
dresses they  select,  and  these  people  can  be  very  selective  on  what 
addresses  they  are  going  to  deliver  to,  there  would  be  people  in 
Washington  or  Chicago  or  wherever  that  they  wouldn't  deliver  to 
because  it  is  unsafe  to  go  into  those  neighborhoods. 

A  lot  of  neighborhoods  in  urban  areas  are  unsafe  for  anybody  ex- 
cept a  letter  carrier.  Letter  carriers  are  safe  for  the  reasons  that 
you  mentioned,  checks  come  to  them  and  they  want  to  receive 
those  checks  and  they  know  the  letter  carrier  is  bringing  those 
checks.  The  letter  carrier  is  okay  to  come  into  the  neighborhood 
and  to  leave  the  neighborhood.  People  protect  them. 
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You  have  another  courier — and  there  are  a  lot  of  couriers  that 
will  not  go  into  those  neighborhoods.  The  other  thing  that  would 
happen  is  it  would  be  impossible — not  impossible — very  expensive 
to  mail  a  letter  from  Washington  to  Alaska,  Puerto  Rico  or  Puerto 
Rico  to  Alaska,  the  universal  service  at  a  uniform  price,  if  we  get 
all  of  the  revenue  out  of  the  cities  into  the  hands  of  some  private 
companies,  they  will  not  take  on  the  long  distance  operations,  I 
don't  think  they  can  afford  to  do  that  at  the  price  we  charge,  29 
cents. 

So  that  mail  in  the  rural  areas  which  wouldn't  be  picked  off  be- 
cause it  is  more  expensive  to  get  to  a  rural  area,  it  is  more  expen- 
sive to  get  to  the  long  distance  hauls  that  have  to  be  made,  the 
price  for  that  mail  could  go  up  to,  who  knows,  maybe  $5  for  the 
price  of  a  first  class  stamp,  which  I  think  would  get  Congress  back 
in  the  business  of  providing  a  subsidy  to  the  Postal  Service  to  de- 
liver in  rural  areas  and  long  distance  areas. 

I  think  it  is  really  wrong  to  think  about  eliminating  the  private 
express  statutes. 

Mr.  ISTOOK.  Let  me  ask  this  because  when  I  initially  saw  the 
publicity,  the  impression  I  received  was  that  overnight  delivery 
services  through  UPS  or  Federal  Express,  and  there  are  plenty  of 
others  as  well  that  operate,  I  had  the  impression  they  were  talking 
about  the  services  that  customarily  may  cost  you  $8,  $10  or  $12  for 
overnight  delivery,  but  I  received  a  memo  from  your  legislative  af- 
fairs office  which  states  that  it  is  conclusively  presumed  under  your 
regulations  that  a  letter  is  urgent  and  therefore  exempt  from  this 
limitation. 

URGENT  LETTER  RULE 

It  is  conclusively  presumed  to  be  urgent  if  the  shipper  pays  at 
least  $3  per  letter  or  twice  the  applicable  first  class  rate  if  that 
would  be  greater.  Are  those  the  only  cases  that  you  have  taken  ac- 
tion through  these  audits  where  someone  is  charging  less  than  $3 
per  letter? 

Mr,  RUNYON.  For  non-urgent  mail? 

Mr.  ISTOOK.  Yes. 

Mr.  RuNYON.  To  my  knowledge,  that  is  true. 

Mr.  ISTOOK.  So  it  is  not  applying  to  anybody  that  may  be  pa3dng 
somewhere  in  the  general  range  of  $10  or  so  for  an  overnight  deliv- 
ery? 

Mr.  RuNYON.  Yes  and  depending  on  the  size  and  weight  of  the 
item  it  could  apply  if  is  a  non-urgent  mail. 

Mr.  ISTOOK.  OK.  I  am  not  sure  if  I  understand  you.  You  are  say- 
ing that  if  it  is  overnight  delivery  and  maybe  they  paid  $10  for  it, 
but  if  it  is  non-urgent  mail,  then  you  require  them  or  negotiate 
with  them  the  payment  to  reimburse  for  first  class  postage? 

Mr.  RuNYON.  That  is  right. 

Mr.  ISTOOK.  But  yet  this  memo  from  your  legislative  affairs  office 
says  that  it  is  conclusively  presumed  that  it  is  urgent  if  they  are 
paying  at  least  $3  for  it,  and  that  seems  to  contradict  your  answer, 

Mr.  RuNYON.  Yes,  for  a  letter.  If  you  have  100  individual  letters 
in  there,  then  you  are  not  paying  the  first  class  postage. 

Mr.  ISTOOK.  I  see.  If  you  have  those  letters  bundled  together  in- 
side one  package. 
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Mr.  RuNYON.  Yes,  if  you  have  bundled  together  more  than  what 
the  cost  would  be,  then  that  is  where  the  problem  would  exist. 

Mr.  ISTOOK.  I  suppose  at  that  particular  rate,  they  might  have, 
up  to  eight  or  nine  letters  that  might  be  bundled  together  in  one 
package  that  they  pay  $10  for  an  overnight  delivery,  you  are  saying 
that  the  postage  would  have  been  less  than  $3. 

It  is  the  fact  that  one  package  has  multiple  letters  in  it  that 
causes  you  to  become  concerned? 

Mr.  RuNYON.  That  is  my  understanding. 

Mr.  ISTOOK.  But  if  it  is  one  letter  and  they  are  paying  $3  or 
more,  then  that  is  conclusively  presumed  to  be  urgent.  Is  that  what 
this  memo  says? 

Mr.  RuNYON.  That  is  what  that  says  and  I  am  not  technically 
qualified  to  answer  these  kinds  of  questions,  but  I  have  people  who 
can  answer  them,  and  I  would  be  glad  to  have  them  meet  with 
your  staff  and  talk  to  them  about  that  because  I  am  not  a  techni- 
cian. 

Mr.  ISTOOK.  Sure.  Because  I  see  the  potential  for  some  discrep- 
ancy between  what  they  put  in  the  memo  and  what  you  are  sa5dng 
today.  I  know  that  you  are  in  charge  of  the  overall  system,  not 
watching  all  the  details  every  day,  but  I  would  like  to  have  that 
clarified.  I  would  appreciate  it. 

Mr.  RuNYON.  Fine. 

[The  information  follows:] 

The  rule  states:  A  letter  is  conclusively  presumed  to  be  urgent  if  the  shipper  pays 
"at  least  three  dollars  or  twice  the  applicable  First-Class  rate,  if  it  is  greater."  The 
key  factor  is  the  weight  of  the  mailpiece.  At  current  First-Class  rates,  the  postage 
for  a  letter  weighing  six  ounces  is  $1.44.  Since  $3.00  is  more  than  twice  the  postage 
at  that  weight,  the  private  courier's  charge  would  have  to  be  $3.00  or  more  for  the 
conclusive  presumption  of  urgency  to  apply.  At  seven  ounces,  however,  the  ciurent 
First-Class  rate  is  $1.67,  so  the  courier  would  have  to  charge  at  least  twice  as  much, 
$3.34,  for  the  presumption  to  apply.  A  mailpiece  might  weigh  seven  ounces  or  more 
through  the  aggregation  of  smaller  letters,  or  because  it  contained  a  single  heavy 
letter,  such  as  a  business  report. 

Additionally,  certain  exceptions  exist.  The  Postal  Service  Law  Department  has  ex- 
cluded certain  matter  in  its  definition  of  the  term  "letter."  Examples  include  tele- 
grams, checks,  drafts,  notes,  bonds,  stock  certificates,  and  certain  instruments  when 
shipped  to,  from,  or  between  financial  institutions.  Also  excluded  from  the  letter  cat- 
egory are  mortgages,  title  abstracts,  deeds,  leases,  or  legal  papers  filed  in  lawsuits, 
and  official  orders  of  the  court. 

Criteria  for  Non-Payment  of  Postage. — Letters  may  be  carried  privately  without 
payment  of  postage  when  they  meet  the  following  criteria  set  forth  by  law: 

Transmitted  with  and  related  exclusively  to  cargo. 

Carried  by  the  sender  or  the  recipient  (or  by  an  employee  of  the  sender  or  recipi- 
ent). 

Carried  to  or  from  a  postal  facility  where  they  are  to  be  or  have  been  carried  in 
the  mail. 

Carried  by  a  special  messenger  employed  for  the  particular  occasion  only,  pro- 
vided no  more  than  25  letters  are  carried  and  the  use  of  the  messenger  is  an  infre- 
quent and  irregular  matter. 

Data  Processing  Suspension. — A  suspension  of  the  Private  Express  Statutes  may 
be  granted  in  the  carriage  of  data  processing  materials  by  private  courier,  provided 
certain  conditions  covered  in  39  CFR  320  are  met.  The  term  "data  processing" 
means  electronic  mechanical  processing. 

ZIP  CODE  BOUNDARIES 

Mr.  ISTOOK.  The  final  area  I  wanted  to  ask  you  about  is  regard- 
ing zip  codes.  I  realize  zip  codes  were  not  created  originally  for  a 
purpose  other  than  delivery  of  mail,  but  they  have  come  to  be  used 
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for  many  other  purposes  by  government  entities,  such  as  identify- 
ing areas  for  purposes  of  tax  assessment  or  collection,  or  for  pur- 
poses of  insurance  ratings  by  geographical  areas. 

It  is  very  common  that  zip  codes  are  used  for  other  purposes,  and 
I  happen  to  live  in  a  community  that  sometimes  has  confusion  be- 
cause of  that.  You  are  familiar  with  Oklahoma  City  and  I  live  in 
Warr  Acres,  one  of  the  suburbs  there,  and  I  am  sure  you  have 
passed  through  it.  There  is  concern  because  Warr  Acres  is  split 
among  various  zip  codes  of  Oklahoma  City  and  it  has  caused  many 
different  problems  over  a  period  of  time  for  the  community. 

I  have  had  occasion  in  times  past  to  try  to  communicate  with 
postal  people  about  it,  but  I  have  never  gotten  a  clear  answer  to 
who  has  the  authority  to  establish  the  boundaries  of  a  particular 
zip  code,  because  obviously  the  community  would  like  its  own  dis- 
tinctive zip  code  that  is  unique  to  Warr  Acres.  But  I  have  never 
had  a  clear  answer  to  the  question  of  who  actually  has  the  ability 
to  make  that  decision. 

Mr.  RuNYON.  I  will  let  Joe  answer  that  question  because  I  don't 
really  know. 

Mr.  Caraveo.  Zip  Codes  do  not  necessarily  follow  community  or 
municipal  boundaries.  They  are  determined  by  how  we  can  best 
distribute  the  mail  and  deliver  it  within  our  own  procedures. 

Now,  what  has  evolved  is  that  a  lot  of  these  other  uses  for  the 
Zip  Codes  that  you  have  mentioned,  and  we  frequently  get  involved 
where  communities  want  their  own  identity,  they  want  their  own 
Zip  Code,  and  we  handle  those  on  an  individual  basis,  depending 
on  whether  there  is  going  to  be  any  operational  problems  in  resolv- 
ing it. 

So  each  case  is  independently  reviewed  to  see  what  the  oper- 
ational impact  would  be. 

Mr.  RuNYON.  Who  has  the  authority  to  make  that  final  decision? 

Mr.  Caraveo.  We  do.  The  Postal  Service  does. 

Mr.  ISTOOK.  But  who  within  the  Postal  Service?  That  is  the  ques- 
tion. 

Mr.  Caraveo.  In  my  department. 

Mr.  ISTOOK.  Is  that  a  decision  that  is  made  out  of  Washington, 
or  is  it  a  decision  that  rests  with  the  local  Postmaster? 

Mr.  Caraveo.  In  Washington. 

Mr.  VISCLOSKY.  Would  you  yield  one  moment  on  that  question? 
That  would  not  be  a  decision  that  would  be  made  at  the  State 
level? 

Mr.  Caraveo.  No.  It  would  be  made  in  Washington. 

Mr.  RuNYON.  Might  be  a  recommendation  from  the  State? 

Mr.  Caraveo.  We  take  local  input. 

Mr.  VisCLOSKY.  On  the  boundaries  of  the  Zip  Codes? 

Mr.  Caraveo.  On  the  boundaries  of  Zip  Codes,  yes. 

Mr.  ISTOOK.  I  think  you  were  still  making  a  little  bit  more  com- 
ment. Did  you  have  anj^hing  else  you  wanted  to  say? 

Mr.  Caraveo.  No.  That  is  basically  it,  yes.  We  would  be  glad  to 
hear  from  you  if  there  is  a  problem  or  some  kind  of  a  discrepancy, 
we  will  look  into  it. 

Mr.  ISTOOK.  I  certainly  would  like  to  follow  it  up  further  and  I 
won't  take  this  occasion  to  bend  your  ear  further.  You  understand 
the  basics  of  the  circumstance  and  when  you  live  in  a  community 
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that  has  seen  on  multiple  occasions  tax  revenue  go  to  Oklahoma 
City  when  it  should  go  to  Warr  Acres  because  of  the  reporting  re- 
quirements, certainly  it  is  of  concern  to  you.  I  was  involved  in  this 
when  I  was  on  the  city  council  in  Warr  Acres  some  years  ago  in 
an  effort  to  make  sure  we  more  clearly  identified  the  community. 

You  know,  the  street  signs  in  Warr  Acres  are  distinctive.  They 
look  different  than  the  street  signs  in  Oklahoma  City  and  they  say 
Warr  Acres  in  big  letters  on  them.  And  it  is  very  important.  I  am 
proud  to  live  in  a  community  where  the  average  police  response 
time  is  two  to  three  minutes  rather  than  the  longer  periods  that 
some  people  have  to  have  and  where  the  fire  response  time  is  simi- 
lar, and  there  are  many  other  important  distinctions  too.  We  love 
Oklahoma  City  but  we  love  Warr  Acres  too,  and  that  has  certainly 
been  a  part  of  the  community  effort  and  I  will  contact  you  further 
about  it. 

Mr.  Caraveo.  Thank  you.  We  look  forward  to  it. 

Mr.  ISTOOK.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  VisCLOSKY.  Mr.  Istook,  thank  you,  very  much. 

Mr.  Runyon,  you  make  me  happy  to  be  a  Member  of  Congress. 
I  wouldn't  have  your  job  for  anything. 

Mr.  Istook.  Let  me  say  amen  to  that. 

POSTAL  SERVICE  EMPLOYEES 

Mr.  Runyon.  Well,  it  is  interesting  you  say  that.  I  am  happy  I 
have  the  job.  Not  that  I  am  looking  for  employment,  but  I  am 
working  with  a  group  of  people  that  are  outstanding. 

The  people  in  the  Postal  Service  are  the  most  dedicated,  loyal 
people  of  any  organization  I  have  worked  in,  and  I  have  worked  in 
three  others. 

They  want  to  do  their  job.  It  really  hurts  them  to  have  criticism 
like  we  have  had  in  Chicago.  They  said,  what  can  we  do  to  fix  this 
thing — set  it  right? 

I  was  talking  to  a  bunch  of  postal  customer  councils.  Those  are 
people  who  deal  with  the  post  office,  and  I  was  hooked  up  with 
200,000  of  those  just  last  week  and  one  of  the  questions  came  in, 
what  can  we  do  as  your  customers  to  get  people  to  understand  we 
like  doing  business  with  you  and  to  get  the  image  changed  so  that 
we  don't  have  these  cartoons  and  things. 

And  that  is  a  hard  question  to  answer  when  you  have  an  89  per- 
cent customer  satisfaction  index.  And  by  the  way,  that  is  not  just 
those  big  mailers.  That  is  everybody  that  uses  the  service,  and  if 
you  were  to  take  all  the  big  companies  in  this  country,  you  would 
find  very,  very  few  with  that  high  of  a  customer  satisfaction  index. 

But  still,  you  know,  the  late  night  shows  have  the  jokes.  The  car- 
toons that  come  around  when  we  say  we  are  going  to  ask  for  a  rate 
increase  of  10.3  percent,  and  people  say,  that  is  horrible,  horrible. 
What  they  don't  understand  is  that  is  two  points  less  than  the  rate 
of  inflation.  People  don't  understand  that. 

POSTAGE  RATES 

As  a  matter  of  fact,  U.S.A.  Today  put  something  out  yesterday 
that  was  sort  of  right,  sort  of  wrong  in  a  little  box  down  in  the  cor- 
ner and  it  said  that  the  rate  of  inflation  since  1971  went  up  271 
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percent  and  the  cost  of  postage  went  up  300  percent.  That  is  true 
from  a  consumer  standpoint,  but  it  is  not  true  from  the  cost  of  de- 
livering the  mail,  cost  per  piece,  because  in  1971,  stamps  were  8 
cents.  This  is  a  leveling  factor  they  placed  on  it.  It  is  8  cents.  It 
is  now  8.4. 

However,  the  Federal  Grovemment  was  giving  the  post  office  a 
subsidy  of  2  cents  on  every  8  cent  stamp,  so  the  cost  of  delivering 
that  mail  was  10  cents.  It  is  now  8.4.  That  is  down. 

If  you  look  at  the  rate  of  inflation,  if  we  are  at  300  at  8.4,  we 
were  at,  I  don't  know,  350,  whatever  that  number  was,  before.  So 
it  is  just  little  bits  of  information  that  go  out  that  don't  really  tell 
the  true  picture  of  what  the  Postal  Service  is  doing,  and  my  whole 
objective  is,  number  one,  change  the  culture  of  the  Postal  Service. 
We  really  need  to  change  that. 

We  know  we  have  customers  and  our  only  job  is  to  provide  serv- 
ice to  those  customers,  and  we  have  got  to  give  better  service  to 
those  customers  and  that  is  a  real  challenge.  It  is  a  real  challenge 
for  700,000  people  and  we  have  got  to  change  the  culture  of  the 
Postal  Service  to  do  that,  and  that  is  what  we  are  dedicated  to. 

And  for  that  reason,  I  like  my  job  because  I  think  we  have  got 
people  that  can  do  that  and  we  are  expecting  it  to  happen. 

Mr.  VISCLOSKY.  It  wouldn't  be  a  postal  hearing  if  we  weren't 
somewhat  parochial.  First  is  I  want  to  congratulate  you  for  putting 
a  Slovac  graduate  of  Thomason  High  School  from  Gary,  Indiana  in 
charge  of  the  Postal  Service  in  the  State  of  Indiana. 

We  in  our  comer  of  the  State  do  not  often  receive  the  recognition 
or  the  appointments  that  the  talents  of  our  people  warrant.  So  you 
have  made  me  happy. 

Also,  prior  to  the  holidays,  I  and  my  wife  and  our  two  sons,  we 
shared  the  flyer  with  them,  were  pleased  when  the  postal  station 
at  Bethesda,  Maryland,  sent  a  notice  out  informing  us  of  all  of  the 
various  management  personnel  at  that  station,  their  telephone 
numbers  and  all  but  imploring  us  to  call  them  if  there  is  a  prob- 
lem. 

COURTESY 

And  if  we  are  talking  about  changing  people's  attitudes  and  per- 
ceptions of  the  Postal  Service,  that  is  certainly  a  thing  that  goes 
a  long  way. 

On  the  other  hand,  if  I  would  have  a  generalized  complaint,  and 
I  have  not  had  a  bad  experience,  if  you  would,  going  into  a  postal 
station  at  the  counter,  it  often  appears  that  in  some  instances  at 
some  stations,  there  is  a  personality  test  given  and  someone  would 
have  to  flunk  that  test  in  order  to  get  a  position  at  the  counter. 

And  I  say  that  somewhat  facetiously  because  one  of  the  things 
that  I  tell  people  who  work  in  our  office,  both  locally  as  well  as  in 
Washington,  is  if  you  don't  like  dealing  with  people,  and  some  peo- 
ple are  not  reasonable  any  time  they  have  an  interaction  with  the 
United  States  Government  or  the  Postal  Service,  then  you  ought  to 
be  working  someplace  else  where  you  don't  have  that  constant 
interaction,  and  even  if  you  are  overburdened  at  that  particular 
moment,  day,  week  or  month,  you  should  not  act  as  though  you 
are,  in  that  working  for  someone  and  giving  them  service,  has 
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somehow  imposed  upon  them,  and  I  think  that  attitude  is  very  im- 
portant. 

The  Postal  Service  from  my  perspective  personally  as  a  Member 
of  Congress  and  a  Member  of  this  subcommittee,  dealing  with  is- 
sues such  as  zip  codes  and  those  controversies  that  arise  in  every 
Member's  district  based  on  who  has  the  next  suburban  growth,  ra- 
cial  attitude  in  some  instances,  community  identification,  have 
been  very  responsive. 

But,  prior  to  your  coming  aboard,  prior  to  my  coming  aboard  on 
this  subcommittee,  it  took  nearly  seven  years  to  resolve  one  issue 
to  most  people's  satisfaction.  The  service  has  been  much  more 
prompt,  much  more  responsive  subsequent  to  that. 

So  if  I  would  have  one  message  personally,  it  would  be  just  to 
continue  your  efforts  as  far  as  the  average  attitude. 

I  look  at  the  statistics  generally  and  look  at  the  number  of  pieces 
that  are  delivered  by  the  service  per  employee,  and  setting  the  cost 
figure  aside,  marvel  at  the  efficiencies  that  have  occurred  over  the 
last  decade  or  two  as  far  as  the  service  goes,  but  clearly  you  are 
in  the  public  domain  and  you  touch  every  house  in  this  country 
every  day.  So  you  do  have  a  task. 

POSTAGE  RATE  INCREASE 

What  I  would  like  to  talk  about  for  a  few  minutes  here  is  the  fu- 
ture. You  are  in  the  process  of  a  rate  increase  and  you  are  on  a 
three-year  cycle.  You  have  also  indicated  that  because  of  the  struc- 
ture of  the  request,  the  taxpayers,  customers  that  you  serve  are 
going  to  have  a  savings  over  the  next  several  years  of  about  $14 
billion. 

First  question  I  would  have  on  the  three-year  cycle,  is  that  short 
enough,  given  some  of  the  technological  changes,  the  changes  as  to 
how  major  mailers,  including  political  candidates,  can  now  presort 
their  mail,  to  adjust  your  rates  to  make  sure  that  you  are  as  com- 
petitive as  possible  with  those  who  prepare  the  mail  prior  to  its  de- 
livery to  you? 

Mr.  RUNYON.  First,  we  are  not  on  a  three-year  cycle  now.  We 
have  been  four  years  with  the  same  rate.  We  are  looking  at  what 
we  think  the  cycle  should  be.  We  have  a  lot  of  customers  that  say, 
why  don't  you  get  on  a  one-year  cycle  so  we  can  have  less  of  an 
increase  on  an  annual  basis,  if  there  is  going  to  be  an  annual  in- 
crease every  year  as  opposed  to  saving  it  all  up  and  hitting  them 
at  one  time,  and  we  are  looking  at  that. 

What  we  have  asked  for  is  10.3  percent  across  the  board,  which 
means  that  we  will  not — we  are  not  asking  for  any  adjustments  in 
any  kind  of  classes. 

Now,  we  did  talk  about  one  class  that  is  going  to  have  to  be  ad- 
justed, but  that  is  because  of  the  cost,  not  meeting  100  percent  of 
the  cost,  so  that  is  the  reason  that  has  to  go  up. 

We  are  looking  at  how  we  can  get  on  the  cycle  that  our  cus- 
tomers are — really  want  us  to  be  on,  and  we  also  are  not  asking 
to  change  any  kind  of  rates  or  regulations  right  now  by  class.  We 
do  intend  to  go  back  in  a  year  and  have  a  rate  reform  case  with 
the  Postal  Rate  Commission  where  we  would  look  at  what  we  need 
to  do  to  make  sure  that  we  are  getting  the  mail  in  the  best  possible 
way  for  us  to  deliver  it  as  economically  as  possible. 
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As  Chairman  Yates  said,  we  are  supposed  to  deliver  mail  on  time 
and  we  are  supposed  to  deliver  mail  at  a  reasonable  price,  and  one 
of  the  things  we  need  to  do  is  go  back  and  look  at  the  rates  and 
see  what  the  best  way  our  rates  should  be  set  so  that  we  can  en- 
courage people  to  mail  their  mail  in  a  way  that  is  cheaper  for  us 
to  handle,  because  we  have  been  changing  rates  off  and  on. 

I  think  we  need  to  go  back  and  make  a  thorough  overhaul.  We 
have  got  all  of  our  mailers,  mailing  groups,  special  interest  groups, 
unions,  management  associations,  and  Postal  Service  involved  in 
looking  at  those  rates  and  telling  us  what  to  do.  If  we  put  in  auto- 
mation and  we  don't  make  it  cheaper  for  people  to  use  the  automa- 
tion, then  they  won't  use  it  and  we  will  have  it  there  sitting  and 
not  working  properly. 

So  we  need  to  fix  the  rates  so  it  goes  with  the  facilities  that  we 
have  and  we  get  ultimate  benefit  of  all  the  facilities  we  put  in 
place.  So  we  are  going  to  be  doing  that.  That  is  going  to  be  in  a 
year.  That  is  not  in  our  rate  case  now. 

Mr.  VISCLOSKY.  So  you  would  be  looking  to  match  up  those  effi- 
ciencies as  soon  as  possible? 

Mr.  RUNYON.  Right,  so  we  could  get  more  efficiencies  in  the  way 
mail  comes  to  us.  You  see,  our  large  mailers — ^by  the  way,  our 
mail — a  large  percentage  is  large  mailers,  the  mail  of  individual  to 
individual  is  a  very  low  percentage,  and  the  way  they  deliver  the 
mail  to  us  depends  on  how  economically  we  can  ship  it  out. 

We  have  a  lot  of  people  that  deliver  mail  right  to  our  dock  for 
our  letter  carrier  to  take  right  to  the  residence,  so  therefore  their 
rates  are  cheaper. 

FINANCIAL  CONDITION 

Mr.  ViSCLOSKY.  Mr.  Riley,  you  have  had  an  easy  day  of  it  here. 
Let  me  ask  you  about  the  financial  condition  of  the  post  office.  You 
are  looking  at  a  previous  deficit,  you  are  looking  at  a  prospective 
deficit,  depending  upon  what  happens  with  the  rate  increase  cases. 

What  are  the  financial  circumstances?  Are  the  estimates  we  see 
now  based  on  last  winter's  bad  weather  and  other  estimates  or  are 
those  yet  to  be  factored  in? 

Mr.  Riley.  The  estimate  that  is  in  your  package,  a  deficit  of 
$1,344  billion  is  based  on  a  budget  we  put  together  prior  to  the 
winter.  We  are  slightly  behind  the  budget,  about  2  percent  behind 
for  the  first  five  accounting  periods  that  we  have  had,  through  the 
first  six  accounting  periods. 

Mr.  ViSCLOSKY.  So  you  would  be  about  $20  million  more  if  my 
math  is  right? 

Mr.  Riley.  No.  We  are  about — we  are  approximately  $450  million 
behind  budget  through  the  first  half  of  the  year. 

Mr.  RuNYON.  $151  million  of  that  was  attributed  to  snow  costs. 

Mr.  Riley.  As  the  Postmaster  General  said 

Mr.  ViSCLOSKY.  Your  anticipated  deficit  for  1994  was  $1.3  billion 
and  you  are  saying  that  during  the  first  half  of  the  year,  your  defi- 
cit today  is  $450. 

Mr.  Riley.  No.  We  are  actually  making  money.  We  are  behind 
our  budget.  The  Postal  Service  is  seasonaJ  in  its  patterns  of  earn- 
ing or  losing  money.  It  is  a  technical  distinction. 
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Mr.  VisCLOSKY.  Are  you  sajdng  if  the  shadows  of  the  future  are 
not  altered,  your  projected  deficit  for  1994  is  possibly  $1.75  billion? 

Mr.  Riley.  That  is  correct,  and  we  are  working  to  alter  those 
shadows. 

Mr.  VisCLOSKY.  Assuming  the  loss  from  last  year,  assuming  some 
type  of  rate  increase,  you  are  still  going  to  be  at  the  margins,  not 
even  at  the  margins  I  guess  for  1994  because  the  rate  increase 
wouldn't  kick  into  until  later. 

Given  $1  billion  losses  the  last  couple  years,  what  does  that  do 
to  not  only  daily  operations,  but  R&D  and  investment  as  far  as  au- 
tomation, new  efficiencies?  For  anyone. 

Mr.  RUNYON.  I  will  answer  that.  First,  we  didn't  have  a  loss  from 
operations  last  year.  We  actually  made  $20  million  last  year.  You 
have  got  a  number  that  says  $1.7  billion  there,  I  think.  I  would  like 
to  explain  that  number  to  you. 

From  operations,  which  is  what  we  control,  we  made  $20  million 
to  our  plan.  We  were  assessed  $1.1  billion  by  Congress  for — ^to  un- 
derwrite the  deficit.  That  was  assessed  to  us,  not  from  operations. 

There  was  zinother  $318  million  of  revenue  foregone  that  we 
didn't  get  from  Congress  last  year  and  we  had  to  take  that.  We  also 
made  a  very  smart  business  decision  last  year.  That  was  to  refi- 
nance $5  billion  of  our  debt.  It  cost  us  $537  million  to  refinance 
that  debt.  We  had  to  take  that  as  a  one-time  hit  last  year.  It  will 
pay  itself  out  in  four  years,  and  in  20  years,  it  will  pay  back  $2.2 
billion. 

So  it  is  a  good  investment,  but  it  had  to  go  below  the  line  last 
year,  and  so  that  is  the  reason  that  you  are  seeing  a  $1.7  billion 
dollar  loss. 

Now,  the  $1.1  billion  that  we  were  assessed  actually  doesn't  get 
paid  until  1996,  1997  and  1998,  so  we  don't  have  cash  going  out 
until  then,  but  we  had  to  take  that  below  the  line  as  a  paper  loss. 
So  from  an  operations  standpoint,  we  did  very  good  last  year. 

POSTAL  SERVICE  FUTURE 

Mr.  VISCLOSKY.  The  question  is  not  so  much — although  I  did 
mention  operations,  I  am  thinking  about  the  future.  I  look  at  your 
business  and  some  people  have  told  me  that  your  real  competitors 
and  the  people  that  are  on  the  horizon  are  not  necessarily  some  of 
the  private  carriers  that  we  have  talked  about,  but  the  fact  that 
five  pages  were  faxed  to  my  home  last  night  from  my  office  for  my 
review,  that  there  is  a  thing  called  E-mail. 

If  I  understand  the  concept,  I  appreciate  there  are  people  who 
use  it,  and  other  t)rpes  of  electronic  transmissions,  for  example, 
MET,  in  the  future,  if  not  today.  As  far  as  your  quantity  of  mail, 
talking  about  wanting  to  have  people  use  your  service,  I  really 
wouldn't  worry  about  the  phone  companies,  telecommunications 
companies.  I  guess  my  question  is  two  part. 

What  is  the  future  out  there  in  terms  of  the  post  office?  What 
are  you  doing  in  R&D,  and  then  regardless  of  how  the  $1.3  billion 
loss  was  imposed  or  forced  on  you,  what  happens  in  1995,  what 
does  that  do  to  you  to  adjust  your  overall  operations  to  meet  those 
new  competitive  demands  that  are  going  to  bring  pressure  on  your 
pricing  as  well  as  your  profitability? 
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Mr.  Ru^fYON.  Well,  it  does  hurt  us  when  we  have  things  forced 
on  us.  That  affects  us.  It  affects  our  future  too.  You  are  exactly 
right  in  that  because  we  have  to  absorb  that  in  our  rates  as  we  go 
forward  to  increase  rates,  because  we  have  to  take  all  that  into 
consideration. 

The  fax,  the  E-mail,  which  we  use  a  lot  of  in  the  Postal  Service 
to  deal  with  each  other  through  our  computer  systems,  have 
taken — well,  a  few  years  back  we  had  100  percent  of  C&T  mail, 
which  is  commercial  and  transaction  mail,  we  had  100  percent  of 
that.  We  now  have  54  percent  of  that,  and  it  is  expected  that  by 
the  year  2000,  we  will  have  30  to  35  percent  of  that,  so  that  is  rev- 
enue going  away. 

We  have  to  figure  out  how  we  are  going  to  participate  in  the  fu- 
ture. In  order  to  do  that,  we  put  a  new  marketing  organization  in 
effect  about  six,  seven  months  ago.  Part  of  that  is  a  technology 
group  that  is  looking  at  where  is  technology  going  and  how  do  we 
get  tied  into  that. 

One  of  the  things  we  are  looking  at  right  now  is  working  with 
some  of  these  agencies  that  we  have  in  the  Federal  Government, 
the  IRS,  Social  Security,  Veterans'  Administration,  are  talking  with 
us  about  how  can  we  work  with  the  Postal  Service  to  put  kiosks 
in  your  post  offices. 

We  have  40,000  offices  and  they  are  thinking  that  we  ought  to 
have  kiosks  in  those  so  that  the  users  of  those  agencies  could  come 
to  the  post  office  and  use  that  kiosk  to  interchange  with  computers 
in  those  agencies  so  they  could  figure  out — ^you  know,  ask  questions 
and  get  answers  and  so  forth.  That  is  one  thing  we  are  looking  at. 

And  we  are  looking  at,  how  do  we  deal  with  the  people  who  are 
going  to  be  doing  all  this  networking  over  wires  or  optics  or  in  the 
sky,  how  can  we  help  to  be  a  third  party  to  help  them  deal  with 
each  other.  They  are  going  to  be  able  to  deal  with  each  other  on 
a  private  basis  and  exclusive  basis  with  coding  and  various  things, 
but — they  want  to  deal  with  themselves,  I  am  sorry. 

But  if  you  want  to  deal  with  somebody  else  in  that  mode,  they 
would  like  to  have  that  secure,  and  we  think  there  may  be  a  place 
in  there  for  us. 

We  have  got  a  lot  of  things  we  have  got  to  look  at  from  the 
standpoint  of  what  happens  when  it  goes  away.  It  is  not  going  to 
all  go  away.  When  I  talk  to  catalogers  and  people  that  mail  like 
that,  they  said  they  are  not  going  to  totally  disappear.  I  said,  I 
think  they  are  right.  If  you  have  ever  seen  television,  everybody  is 
not  happy. 

So  we  have  a  huge  task  cut  out  for  us  as  we  go  into  the  future 
and  see  where  the  competition  is  coming  from.  You  are  right.  It  is 
not  just  from  those  people  who  carry  messages  and  parcels.  It  is 
going  to  be  from  a  lot  of  other  people. 

Mr.  ViSCLOSKY.  Mr.  Runyon,  thank  you. 

Mr.  Darden. 

Mr.  Darden.  Thank  you,  Mr.  Chairman. 

Mr.  Runyon,  it  is  always  a  pleasure  to  have  you  here  this  morn- 
ing. Pardon  for  my  being  here  late  but  regrettably  we  have  several 
things  going  on  at  one  time.  We  always  have  that  problem. 

Thank  you  for  bringing  this  chart,  and  I  hope  you  continue  to 
hammer  this  point  on  because  I  think  it  is  very  important  that  peo- 
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pie  realize  what  the  value  is  of  it,  of  the  first  class  cost  as  opposed 
to  that  in  other  countries,  and  I  know  that  you  have  made  your 
point  over  and  over,  and  I  have  used  this  argument  several  times, 
but  please  continue  to  bring  that  out  to  the  attention  of  the  Amer- 
ican public. 

Also  the  other  chart,  I  notice  you  were  not  including  Congress  on 
that. 

Mr.  RUNYON.  We  hadn't  thought  of  that. 

Mr.  ViSCLOSKY.  Thanks,  Mr.  Darden. 

POSTAGE  REVENUE  DEFICIENCIES 

Mr.  Darden.  A  couple  of  comments  I  want  to  make  and  then  a 
couple  of  questions,  if  I  may. 

First  of  all,  I  have  been  working  with  the  Postal  Inspectors  to 
look  at  ways  in  which  a  possible  pattern  of  undercounting  going  on 
in  which  mail  houses  bring  in  a  significant  number  of  pieces  of 
mail.  I  don't  have  a  question  right  now  because  I  am  not  in  a  posi- 
tion to  go  forward,  but  I  did  want  to  make  you  aware  that  we  have 
determined  there  is  some  potential  for  abuse  in  this  area.  While  we 
are  worried  about  the  small  instances  of  fraud  here  and  there,  that 
I  want  to  be  sure  that  we  are  not  getting  our  attention  away  from 
areas  in  which  there  are  potential  for  large  amounts  of  lost  reve- 
nue. 

So  I  want  to  tell  you  that  we  appreciate  the  cooperation  we  have 
received  in  working  with  your  department  on  that. 

POSTAL  service  BORROWING 

I  have  two  other  general  areas  I  want  to  mention  to  you.  First 
of  all,  I  have  been  trying  to  work,  unsuccessfully  I  might  add,  with 
the  Federal  Financing  Bank  to  allow  one  of  our  constituents  to  exit 
that  bank  and  to  go  through  the  private  market  and  refinance  their 
debt  in  that  way.  I  understand  you  have  been  successful  in  refi- 
nancing some  of  your  debt  and  exiting  the  Federal  Financing  Bank. 
Is  that  correct? 

Mr.  RuNYON.  No,  sir.  We  were  successful  at  TVA  in  doing  that. 
TVA  now  works  on  the  open  market.  We  tried  to  do  that  here.  They 
didn't  want  us  to  do  that,  and  we  kind  of  got  down  to  the  point 
where  we  said,  well,  we  are  going  to  go,  and  the  bank  said,  well, 
what  is  your  main  reason  for  going?  Well,  the  main  reason  we 
wanted  to  go  was  we  didn't  have  call  provisions. 

When  you  make  a  loan  for  30  years  in  a  private  business,  you 
might  have  a  three-year  call  provision  on  that,  and  that  is  worth 
a  lot  of  money  to  you,  you  know,  and  the  rates  fluctuate  a  lot.  So 
they  did  get  us  call  provisions  which  is,  I  think,  they  don't  do  that 
too  often,  but  we  did  get  call  provisions  on  $5  billion. 

Mr.  Darden.  On  $5  billion? 

Mr.  Runyon.  Yes. 

Mr.  Darden.  For  those  of  us  that  want  to  initiate  it,  what  does 
that  actually  mean 

Mr.  Runyon.  It  means  that  we  borrowed  it  at  a  rate  that  was 
in  existence  at  that  time,  and  if  in  three  years  the  rate  goes  lower, 
we  can  say  we  are  paying  you  off  and  we  want  to  borrow  some 
more  money  from  you  to — at  a  lower  rate  with  call  provisions 
again,  and  that  saves  us  money. 
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It  saves  us,  on  the  $5  billion  over  a  20-year  period,  $2.2  billion 
by  refinancing  the  debt. 

It  is  just  like  when  I  have  refinanced  my  home  three  times  in 
the  last  year.  Every  time  it  dropped,  I  did  it  again  because  it  really 
felt  good  to  be  paying  less  money  in  interest,  and  it  is  now — it  was 
down  to  6.45  for  home  loans  and  when  you  have  got  a  substantial 
amount  of  money  that  you  are  paying  on,  then  it  is  better  to  be 
able  to  call  it. 

Now,  in  the  marketers'  business — I  guess  they  have  some  that 
don't  have  the  ability  to  pay  it  off.  I  am  always  sure  I  have  got  the 
ability  to  pay  it  off— or  the  right  to  pay  it  off,  or  to  reduce  the  inter- 
est. 

Mr.  Darden.  So  rather  than  exiting  the  bank,  the  Federal  Fi- 
nancing Bank,  you  did  get  the  call  provisions 

Mr.  RuNYON.  Yes,  sir. 

Mr.  Darden  [continuing].  Where  you  could  avail  yourself  of  a 
much  lower  interest  rate? 

Mr.  RuNYON.  Yes,  sir. 

Mr.  Darden.  So  you  didn't  have  to  refinance  then  because  you 
did  get  the  provision? 

Mr.  RuNYON.  We  did  refinance.  We  did  refinance.  We  had  to  ter- 
minate the  loans.  I  am  talking  about  something  the  finance  man 
ought  to  be  talking  about  here,  but  we  did  write  that  off,  that  loan, 
and  they  write  another  piece  of  paper  that  says  now  you  have  this 
at  this  rate  and  you  got  a  three-year  call  or  two-year  call  or  one- 
year  call  or  whatever  provision. 

Mr.  Darden.  I  have  been  frustrated  because  we  have  a  constitu- 
ent in  Georgia  with  $3  billion  and  we  haven't  gotten  any  relief  at 
all.  I  was  wondering,  is  the  Federal  Financing  Bank  really  relevant 
today? 

Do  we  need  a  Federal  Financing  Bank  or  should  we  maybe  look 
to  others,  look  to  the  private  industry? 

Mr.  Runyon.  At  TVA  we  had  much  more  money  that  we  owed 
the  government.  I  think  we  owed  $20  billion,  so  we  owed  this  on 
a  revenue  stream  of  $5  billion.  Here  we  have  got  a  revenue  stream 
of  $50  billion  and  we  only  owe  $15  billion,  so  it  is  certainly  a  dif- 
ferent situation,  but  we  were  successful  at  TVA  in  going  outside. 

The  Federal  Financing  Bank  agreed  to  let  us  go  outside,  which 
we  did  do,  and  it  has  been  working  very  well. 

The  first  time  we  went  out,  we  started  to  raise  $1  billion  and  be- 
fore we  could  close  the  deal  out,  it  was  up  to  $4  billion  and  the  peo- 
ple wanted  it  and  so  that  worked. 

Of  course  that  had  call  provisions.  We  reduced  the  cost  at  TVA 
about  $170  million  a  year  through  refinancing.  We  were  also  able 
to  go  out  and  get  some  50-year  bonds  financed,  which  was  some- 
thing unusual. 

Mr.  Darden.  50-year  bonds.  At  what  rate? 

Mr.  Runyon.  A  very  good  rate.  I  don't  know  what  it  was,  but  it 
was  a  good  rate.  I  think  it  was  $1  billion  we  put  out.  50-year  bonds 
hadn't  been  put  out  by  anybody  for  quite  a  long  period  of  time. 

But  I  don't  keep  up  with  them  too  much,  but  I  think  they  are 
still  getting  along  pretty  good  by  going  out  to  the  market,  and  I 
think  that  we  could  go  to  the  market  and  do  very  well  too. 
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Whether  there  is  a  need  for  the  Federal  Financing  Bank,  I  really 
can't  answer  that.  I  just  know  that  we  could  probably  deal  very 
well  in  the  open  market. 

Mr.  Darden.  Did  you  want  to  add  something  to  that,  Mr.  Riley? 

Mr.  Riley.  No,  our  tack  has  been  to  work  with  the  Federal  Fi- 
nancing Bank  and  talk  about  some  of  the  things  that  have  been 
available  on  the  market  that  aren't  available  through  them,  rather 
than  to  attempt  to  leave  them,  and  I  think  that  is  a  serious  policy 
question. 

The  Postmaster  General  commented  on  the  policy  question  be- 
cause I  wasn't  prepared  to. 

ADDRESS  INFORMATION  ACCESS  POLICY  CHANGE 

Mr.  Darden.  Another  area  I  wanted  to  talk  with  you  briefly 
about,  and  I  am  sure  you  have  received  quite  a  comment  about. 
You  can  tell  fairly  quickly  I  am  one  of  the  few  people  who  is  not 
mad  with  the  post  office  this  morning.  But  I  want  to  point  out  that 
I  see  the  purpose  for  which  you  have  proposed  a  change  of  rule 
which  has  to  do  with  forwarding  addresses.  I  understand  that  part 
of  the  reason  had  to  do  with  privacy  concerns  and  for  the  protection 
of  individuals  who  might  be  endangered  if  you  arbitrarily  give  out 
a  forwarding  address. 

I  had  comments  from  a  number  of  businesses,  in  particular  those 
who  extend  credit,  that  the  new  rule  will  enable  people  to  owe  debt 
to  hide  from  the  creditors  by  moving  and  having  the  post  office 
refuse  to  divulge  their  new  address. 

What  I  would  like  to  know  is  how  a  business  can  obtain  an  ad- 
dress correction  to  a  debtor  under  the  new  rule?  What  is  the  proce- 
dure to  follow?  We  passed,  in  the  last  few  years  the  Fair  Debt  Col- 
lection Practices  Act,  which  does  offer  some  protection  to  the  debt- 
or. But  at  the  same  time  we  are  having  a  lot  of  concern  expressed 
by  people  who  are  not  only  in  the  debt  collection  business,  but  also 
people  who  do  their  own  collections. 

Mr.  RUNYON.  I  can't  answer  that  question  right  now.  I  am  unfa- 
miliar with  the  technicalities  there,  but  I  will  certainly  get  an  an- 
swer for  the  record. 

[The  information  follows: 

All  individuals  who  move,  including  those  in  debt  to  others,  have  always  had  and 
continue  to  have  the  option  not  to  give  the  Postal  Service  their  change  of  address 
information.  For  reasons  of  growing  public  concern  about  privacy  and  physical  safe- 
ty, it  should  be  expected  that  it  wm  be  increasingly  difficult  for  businesses,  as  well 
as  individuals,  to  obtain  the  addresses  of  private  individuals  from  the  Postal  Service 
and  other  agencies. 

In  our  interim  policy  change,  however,  we  have  made  a  provision  to  facilitate  debt 
collectors'  access  to  address  information  and  to  help  ensure  the  legitimacy  of  such 
access  to  minimize  the  potential  for  abuse  and  physical  harm  to  oiu*  customers.  Ac- 
cordingly, debt  collectors  can  obtain  a  specific  person's  address  information  by  get- 
ting a  court  order  for  the  address  or  by  performing  as  a  "process  server"  (deliverer 
of  legal  documents)  or  using  the  services  of  a  process  server. 

As  an  interim  alternative,  collection  agencies  and  individuals  can  endorse  their 
tailpieces  with  "ADDRESS  CORRECTION  REQUESTED."  Our  mail  processing  em- 
ployees return  to  the  sender  any  such  tailpieces  that  contain  the  former  address. 
The  tailpieces  are  affixed  with  a  label  showing  the  new  address.  We  do  this  rou- 
tinely for  First-Class  mailings  as  an  address  correction  service.  As  announced  in  the 
Federal  Register  on  March  11,  1994,  we  have  invited  written  comments  and  sugges- 
tions on  the  interim  rule  change.  All  such  comments  received  by  May  10  will  be 
evaluated  and  considered  before  making  the  change  our  standard  operating  proce- 
dure. 
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Mr.  Darden.  Let  me  emphasize,  I  have  no  problem  and  I  think 
no  one  on  the  committee  would  have  a  problem  with  the  overall 
goal  of  protecting  the  privacy  of  the  individual  to  a  certain  extent, 
but  at  the  same  time  where  do  you  draw  the  line  in  allowing  a  per- 
son who  is  entitled  to  be  paid  to  keep  up  with  that? 

Mr.  RuNYON.  Right,  and  that  was  not  our  intention  to  create  that 
type  of  opportunity  for  people.  Our  intention  was  to  protect  people 
for  various  reasons.  Not  paying  debt  wasn't  one  of  them. 

Mr.  Darden.  Exactly,  but  it  has  probably  had,  in  some  instances, 
unintended  results,  so  I  wanted  to  make  you  aware  of  that  as  you 
come  forward  with  your  final  rule. 

Mr.  RuNYON.  All  right. 

Mr.  Darden.  And  thank  you,  very  much,  Mr.  Chairman. 

Mr.  ViSCLOSKY.  Mr.  Darden,  thank  you,  very  much. 

GSA  OVERNIGHT  MAIL  CONTRACT 

Mr.  Runyon,  one  last  line  of  questioning.  You  had  mentioned  in 
earlier  testimony  the  contract  the  Federal  Government  has  with 
Federal  Express.  Could  you  tell  me  about  that  and  how  that  came 
about?  And  is  GSA  the  agency 

Mr.  Runyon.  I  guess  GSA  goes  out  for  bids  on  that  and  they  bid 
a  low  price.  I  am  sure  it  is  a  fair  price,  of — $3.75,  I  think  it  may 
be  $7.95  now,  as  compared  to  our  bid  price  of  $9.95. 

Now,  for  us  to  be  eligible  to  bid  in  that,  we  would  have  to  pre- 
pare a  case,  which  might  take  a  couple  months,  to  go  before  the 
Postal  Rate  Commission  and  prove  to  the  Postal  Rate  Commission 
that  that  was  a  profitable  thing  for  us  to  do. 

They  would  have  10  months  to  make  that  decision,  and  then  if 
we  were  allowed  to  do  it,  the  bidding  may  be  closed.  The  bidding 
on  something  like  that,  I  don't  know,  might  extend  90  days.  So  it 
puts  us  at  a  little  disadvantage,  but  that  is  the  way  it  is. 

Mr.  ViSCLOSKY.  How  often  is  that  contracted  out  or  is  that  a  new 
development? 

Mr.  Runyon.  I  don't  know.  I  don't  know  whether  it  extends  for 
a  period  of  time  or  not,  but  when  we  go  to  the  Postal  Rate  Commis- 
sion to  change  the  way  our  rates  are  reformed,  one  of  the  things 
we  would  like  to  talk  to  them  about,  and  I  think  that  they  are 
quite  willing  to  talk  to  us  about  it,  is  a  sliding  scale. 

You  see,  our  competition  might  have  a  single  piece  cost  to  a  cus- 
tomer of  $16.95,  but  then  they  are  able  to  negotiate  with  any  cus- 
tomer any  price.  So  if  they  go  with  a  customer  that  has  100,000 
pieces  in  a  year,  they  might  give  them  a  different  price  because 
they  worked  on  100,000  pieces  and  they  can  still  make  a  profit  on 
it,  and  I  understand  that. 

We  need  to  figure  out  a  system  in  the  Postal  Service  so  that  we 
can  compete  with  that.  Now,  one  of  the  feelings 

Mr.  ViSCLOSKY.  Is  that  a  statutory  limitation? 

Mr.  Runyon.  Well,  rates  are  set  by  the  Postal  Rate  Commission. 
We  have  to  prepare  a  case  and  go  to  them  for  their  approval  to 
change  a  rate. 

Mr.  ViSCLOSKY.  It  is  not  a  statutory  prohibition — is  there  a  statu- 
tory prohibition  today  that  would  disallow  them  from  allowing  you 
to  compete  on  the  spot  market,  if  you  will? 
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Mr.  RUNYON.  I  don't  think  there  is  any  kind  of  statute  that 
would  keep  them  from  doing  that.  I  think  that  the  process  is  in 
place  to  do  it,  but  the  process  takes  a  long  time. 

Now,  there  is  another  feeling  in  a  lot  of  areas  in  the  government 
that  we  shouldn't  be  competing  with  private  industry.  People  think 
that,  well,  you  are  government.  Tax  dollars  support  you  so  there- 
fore you  shouldn't  be  in  competition  with  people  who  pay  the  tax 
dollars. 

Well,  I  would  agree  with  that  if  we  got  tax  dollars,  but  we  are 
kind  of  in  reverse  on  the  tax  dollars.  We  are  giving  the  government 
money  instead  of  taking  money  from  the  government.  We  don't  get 
any  kind  of  appropriation  relief. 

Now,  we  have  talked  to  you  today  about  $130  million  dollars. 

Mr.  VISCLOSKY.  They  are  obviously  competing  with  you  for  that 
business. 

Mr.  RuNYON.  Oh,  absolutely.  They  are  competing 

Mr.  ViSCLOSKY.  And  you  would  make  money  on  that  business? 

Mr.  RuNYON.  But  people  say,  wait  a  minute,  you  shouldn't  be 
competing  with  those  people.  I  say,  hold  it.  Let's  talk  about  some- 
thing. Let's  say  there  is  $1  million  worth  of  business  sitting  out 
there  and  we  sell  this  for  $10.  Competitors  sell  it  for  $4.  So  how 
about  me  doing  that  for  $3.90. 

They  say,  well,  if  do  you  that,  those  people  out  there  are  going 
to  lose  jobs.  If  they  don't  have  that  work,  they  are  going  to  lose 
some  jobs.  I  say  that  is  probably  right,  but  they  are  smarter  than 
that.  They  won't  lose  jobs.  They  will  go  down  to  $3.70. 

So  then  what  happens?  Well,  then  we  will  come  back  with  $3.60. 
If  we  finally  get  it,  then,  yes,  they  will  lose  some  jobs  because  we 
are  more  competitive.  We  are  doing  a  better  quality  job  and  there- 
fore they  are  going  to  lose  jobs. 

If  they  get  it  because  they  are  more  competitive  than  we  are,  we 
are  going  to  lose  jobs.  So  which  job  is  the  most  important?  A  gov- 
ernment worker  or  a  private  sector  worker?  I  say  that  they  both 
are  entitled  to  jobs  and  they  should  get  their  jobs  based  upon  their 
ability  to  perform. 

Mr.  ViSCLOSKY.  In  the  meantime.  Federal  taxpayer  dollars  are 
being  used  to  make  the  payments  for 

Mr.  RuNYON.  Federal  taxpaying  dollars  for  what? 

Mr.  ViSCLOSKY.  For  the  agencies.  Taxpayer  dollars  are  ultimately 
pajring  the  cost  of  that  contract. 

Mr.  RuNYON.  You  are  talking  about  Fed  Ex.  If  that  is  the  case. 

Mr.  ViSCLOSKY.  Reduce  it  to  $3.90  instead  of  $4. 

Mr.  RuNYON.  Cut  down  on  the  amount  of — right,  you  would  save. 
Just  like  I  mentioned  in  the  testimony,  that  by  not  going  to  the 
higher  rate  that  we  had  planned  to  do  this  year,  we  are  saving  the 
government  $300  million,  and  if  in  any  case  where  they  are  dealing 
with  the  Federal  Government  and  we  are  competitive  and  can  do 
it  at  a  lower  price,  then  the  Federal  Government  will  save  money. 
That  is  right. 

Mr.  ViSCLOSKY.  We  had  an  economic  depression  in  my  district 
from  1977  to  1987  because  of  the  decrease  in  the  structure  of  the 
steel  industry.  What  is  left  of  the  industry  in  my  district,  and  one 
of  the  things  that  the  new  management  of  our  major  utility  compa- 


73 

nies  have  done  is  to  provide  very  competitive  rates  to  huge  users 
of  gas  and  electrical  energy. 

In  this  case  we  have  a  major  customer  from  my  own  perspective 
who  it  would  make  sense  would  allow  you  to  compete,  as  long  as 
you  could  make  money  doing  it. 

Mr.  RUNYON.  Right.  You  see,  if  we  can  make  money  doing  it,  we 
are  going  to  have  to  raise  our  prices  less,  and  that  is  what  competi- 
tion is  all  about.  This  country  was  founded  on  competition. 

It  was  founded  on  competition,  and  the  mere  fact  that  we  are  a 
quasi  government  agency,  to  not  allow  us  to  compete  is  really  kind 
of  bad. 

Mr.  VISCLOSKY.  But  it  is  not  a  statutory  prohibition? 

Mr.  RuNYON.  I  don't  think  it  is  a  statutory  prohibition.  I  don't 
know  the  statutes  that  well. 

Mr.  VisCLOSKY.  You  might  want  to  expound  on  that  for  the 
record.  You  might  want  to  describe  what  the  circumstances  are  and 
how  that  decision  would  be  resolved,  I  would  appreciate  that. 

[The  information  follows:] 

There  is  no  specific  statutory  limitation  that  would  prevent  the  Postal  Service 
from  offering  volvmie  discounts,  and  the  Postal  Service  has  requested  that  the  Postal 
Rate  Commission  establish  such  accounts  on  several  occasions.  The  Postal  Rate 
Commission,  however,  has  interpreted  the  statute  in  such  a  way  that  it  has  refused 
to  recommend  the  discounts  requested  by  the  Postal  Service.  The  Postal  Service 
does  not  believe  that  any  specific  statute  would  prohibit  us  fix)m  attempting  to  se- 
cure a  contract  with  the  General  Services  Administration  to  provide  expedited  deliv- 
ery services  to  the  federal  government. 

PRIVATE  EXPRESS  STATUTES 

Mr.  Darden.  Mr.  Chairman,  before  you  conclude  the  meeting,  I 
wanted  to  mention  a  follow-up  along  this  line  to  Mr.  Runyon.  I 
think  Senator  Coverdell  is  involved  in  a  little  flap  with  you  over 
a  related  issue.  Could  you  respond  to  us  a  little  bit  about  that  situ- 
ation for  the  record,  please? 

Mr.  Runyon.  Yes.  I  think  the  Senator  has  entered  a  bill  to  elimi- 
nate enforcing  the  private  express  statutes,  and  what  that  would 
do  would  allow  people  to  compete  with  us  on  a  city  by  city  basis. 

We  have  a  statute  that  says  that  we  have  to  provide  universal 
service  at  a  uniform  price,  and  if  that  statute  were  passed,  it  would 
remove  the  protection  that  the  public  has,  not  the  Postal  Service, 
the  public  has,  because  what  would  happen  is  that  in  large  cities, 
there  would  be  companies,  individual  companies  set  up  that  would 
deliver  mail  within  that  city  at  a  low  price,  maybe  lower  than  what 
we  are  charging. 

Mr.  Darden.  But  not  necessarily  in  Gary,  Indiana. 

Mr.  Runyon.  Gary  might  not  be  so  fortunate  as  to  have  one  of 
those  companies  that  would  do  that,  but  they  might.  They  might 
do  it  in  Gary.  But  if  Gary  wanted  to  come  in  and  compete  with  Chi- 
cago, that  is  a  different  situation,  or  if  somebody  in  Gary  wanted 
to  communicate  with  somebody  in  Los  Angeles. 

Now,  we  carry  that  mail.  But  if  we  have  all  of  the  door-to-door 
mail  taken  from  us,  then  we  wouldn't  be  able  to  stay  at  the  same 
price.  We  could  still  provide  universal  service  at  a  uniform  price, 
and  we  would  still  deliver  to  those  people  who  wanted  to  use  the 
mail  in  Gary,  Indiana,  if  they  had  one  of  these  companies  at  a 
much  lower — well,  maybe  not  lower  price  than  they  could  get — ^not 
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a  lower  price,  because  what  would  happen  is  the  price  of  our  deliv- 
ering mail  could  be  a  $1,  $2,  $5,  depending  on  how  many  of  these 
large  cities  had  a  private  person  come  in  there  and  take  it  over  but 
wouldn't  take  care  of  all  the  outlying,  like  the  rural  areas,  cross 
country,  so  all  of  those  things  would  go  up  in  price  or  have  to  be 
subsidized  by  Congress  again,  which  it  used  to  be. 

Mr.  Darden.  A^d  this  led,  I  believe,  to  the  flap  with  Equifax 
over  a  fine  that  was  imposed  on  using 

Mr.  RUNYON.  It  led.  We  did  not  fine.  Equifax  reached  an  agree- 
ment with  us  to  pay  us  a  certain  amount  and 

Mr.  Darden.  That  was  in  the  negotiated  settlement,  was  it  not? 

Mr.  RuNYON.  Yes. 

Mr.  Darden.  That  they  agreed  to 

Mr.  RuNYON.  Absolutely.  The  only  agreements  we  have  like  that, 
we  have  gone  to  41  companies  in  five  years  out  of  10  million  com- 
panies we  do  business  with,  and  those  were  all  negotiated  settle- 
ments that  the  company  agreed  to  the  amounts,  and  nobody  was 
imposed  a  fine. 

Mr.  Darden.  You  received  no  complaint  from  Equifax? 

Mr.  RuNYON.  I  can't  answer  that  question.  I  don't  know. 

Mr.  Darden.  This  was  a  settlement,  this  was  an  agreement  that 
you  reached  with  the  company? 

Mr.  RUNYON.  We  had  reached  an  agreement  with — I  don't  know 
the  full  facts.  I  know  that  we  did  reach  a  rule  with  Equifax  and 
I  think  it  turned  out — I  will  just  give  you  that  for  the  record.  I 
don't  know  exactly  what  the  total  facts  are. 

[The  information  is  provided  in  response  to  questions  for  the 
record.] 

Mr.  Darden.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  ViSCLOSKY.  Mr.  Runyon,  thank  you,  very  much. 

We  will  have  some  questions  for  the  record  and  would  ask  that 
those  be  responded  to.  Unless  you  have  any  other  comments,  we 
will  stand  adjourned. 

Mr.  RuNYON.  Thank  you. 

Mr.  ViSCLOSKY.  Thank  you,  very  much. 

[Questions  submitted  for  the  record  follow:] 
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QUESTIONS  SUBMITTED  FOR  THE  RECORD  BY  THE  COMMITTEE 


PENDING  RATE  INCREASE 


QUESTION:  WOULD  YOU  BRIEFLY  DESCRIBE  THE  PROCESS  ESTABLISHED  BY  LAW 
FOR  POSTAL  RATE  INCREASES? 

ANSWER:      The  Postal  Service  first  must  prepare  the  detailed  material  required  under  the 
regulations  of  the  Postal  Rate  Commission  to  support  a  request  to  the  Commission  for  a 
recommended  decision  on  postal  rates.  The  Commission  holds  hearings  and  must,  within  10 
months,  issue  a  recommended  decision  based  on  the  record  developed  in  the  proceedings  it 
conducts.  The  recommended  decision  is  considered  by  the  Governors  of  the  Postal  Service, 
who  may  accept  the  rates  recommended,  reject  them,  or  allow  them  to  go  into  effect  under 
protest  and  either  return  the  matter  to  the  Commission  for  further  consideration  or  seek  judicial 
review   After  further  consideration  and  another  recommended  decision  by  the  Commission,  the 
Governors  may  modify  the  recommended  rates  if  they  would  not  produce  sufficient  revenue  to 
the  Postal  Service  to  break  even.  When  the  Governors  decide  to  place  rates  into  effect,  the 
effective  date  is  determined  by  the  Board  of  Govennors,  which  includes  the  Postmaster  General 
and  Deputy  Postmaster  General.  Any  party  to  the  proceeding  before  the  Commission  may 
challenge  the  Governors'  decision  in  a  United  States  Court  of  Appeals  if  that  party  believes  that 
the  rates  were  not  lawfully  established. 

QUESTION:  THE  PROPOSED  RATE  INCREASE  OF  10.3  PERCENT  IS  FAIRLY  LOW. 

WHAT  FACTORS  WERE  THIS  PROPOSED  RATE  INCREASE  BASED  ON? 

ANSWER:       Simply  stated,  the  relatively  low  rate  increase  proposal  is  based  upon 
conservative  cost  increase  projections  and  our  belief  that  our  customers  deserve  better  than  a 
third  increase  in  a  row  which  greatly  outstrips  inflation.  In  terms  of  our  projected  cost  increases, 
we  believe  that  the  recent  restructuring  and  debt  refinancing  along  with  other  efforts  to  control 
costs  will  mitigate  the  impact  of  inflation  on  postal  rates.  We  vyould  be  remiss,  however,  if  we 
did  not  indicate  that  the  small  increase  we  propose  has  very  little  margin  for  additional  costs 
beyond  those  already  projected. 

The  past  t\AC  rate  increases  have  been  substantially  above  the  level  of  inflation.  As  a  public 
service  organization,  our  goal  is  to  provide  our  customers  postal  services  at  reasonable  rates 
The  proposed  rate  increase  is  consistent  with  this  goal.   Moreover,  from  a  business  perspective, 
we  cannot  expect  to  survive  in  an  increasingly  competitive  environment  if  we  continue  to 
increase  our  rates  greater  than  our  direct  competitors  along  with  the  other  segments  of  the 
communications  industry. 
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QUESTION:  THE  IN-COUNTY  2ND  CLASS  MAIL  RATES  (FOR  SMALL  IN-COUNTY 

NEWSPAPERS)  ARE  INCREASING  BY  MORE  THAN  10.3  PERCENT.  WHAT 
IS  THIS  INCREASE  AND  WHY  IS  IT  SO  DISPROPORTIONATE  TO  THE 
GENERAL  RATE  INCREASE? 

ANSWER:    The  proposed  rate  increase  provides  for  a  34  percent  increase  in  second-class,  in- 
county  rates.  The  increase  in  second-class,  in-county  unit  costs  from  the  test  year  in  the  last  rate 
case  to  the  test  year  in  this  case  is  what  determines  the  lion's  share  of  the  rate  increase  in  this 
case. 

The  relevant  test  year  figure  from  the  last  case  is  the  test  year  after  rates  cost  forecast  as 
prepared  by  the  Postal  Rate  Commission.  The  relevant  test  year  cost  in  this  case  is  also  the  test 
year  after  rates  cost  forecast.  The  composition  of  costs  in  both  forecasts,  to  a  great  extent,  is 
determined  by  the  measured  cost  in  the  base  years  of  the  two  costs. 

A  comparison  of  the  costs  in  the  two  base  years  provides  some  insight  into  what  is  causing  in- 
county  costs  to  rise  by  30  percent.  Two  cost  components  are  growing  at  much  higher  rates  than 
average:  mail  processing  and  city  delivery  in  office.  Both  of  these  cost  components  involve 
sorting  the  mail;  these  operations  are,  in  almost  all  cases,  manual  operations. 

Mail  processing  costs  for  in-county  second-class  rose  48  percent  from  1989  to  1993.  In-office 
city  delivery  costs  rose  34  percent.  These  two  components  account  for  47  percent  of  in-county 
costs.  Additional  indirect  costs  such  as  wages  and  salaries  of  supervisory  personnel,  facility 
space  costs  and  the  like  are  attributed  based  on  these  mail  processing  and  delivery  costs. 


QUESTION:   HOW  MUCH  REVENUE  DO  YOU  ESTIMATE  WILL  RESULT  FROM 

IMPLEMENTATION  OF  THE  PENDING  RATE  INCREASE  IN  FY  1995  AND  IN 
FUTURE  YEARS? 

ANSWER:      The  proposed  rate  increase  is  designed  to  improve  our  bottom  line  by  $4.7  billion 
annually.  However,  current  plans  call  for  implementing  it  in  early  1995  or  the  second  quarter  of 
the  fiscal  year.  Therefore,  a  deficit  of  $2.7  billion  without  a  rate  increase  projected  in  the 
Congressional  Budget  Submission  and  the  rate  case  for  FY  1995  could  tum  into  a  surplus  of 
around  $400  million  or  an  improvement  of  $3.1  billion. 
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CURRENT  FINANCIAL  STATUS 


QUESTION:   YOU  HAD  AN  ESTIMATED  LOSS  IN  1994  OF  $1.3  BILLION.   HAS  THE  BAD 
WEATHER  AND  OTHER  FACTORS  INCREASED  YOUR  ANTICIPATED  LOSS 
AND  IF  SO  BY  HOW  MUCH? 

ANSWER:      We  have  estimated  that  in  Quarter  II,  Postal  Fiscal  Year  1994  (December  11,  1993 
through  March  4,  1994),  adverse  weather  and  other  natural  disasters  reduced  postal  revenues  by 
$85  million  and  increased  expenses  by  $66  million,  resulting  in  a  net  income  impact  of  $151 
million.  We  have  not  made  any  full  year  estimates  for  the  FY  1994  budget  impact  of  these 
atypical  conditions;  this  could  affect  our  yearly  total  by  the  $1 51  million. 


QUESTION:  WHAT  IS  THE  CURRENT  DEBT  OF  THE  POSTAL  SERVICE  AND  WHAT  IS 
YOUR  ANALYSIS  AS  TO  WHETHER  OR  NOT  IT  IS  EXCESSIVE  FOR  THE 
SCOPE  OF  YOUR  OPERATIONS? 

ANSWER:       As  of  September  30,  1 993,  the  total  debt  of  the  Postal  Service  was  $9.7  billion,  or 
21  percent  of  total  assets.  This  percentage  is  in  the  mid-range  of  debt/asset  ratios  for  large 
corporations  such  as  AT&T  (28%),  IBM  (15%),  Fed  Ex  (35%),  Sears  (16%),  and  McDonald's 
(29%).  Therefore,  our  analysis  shows  that  Postal  Service  debt  is  not  excessive  for  the  scope  of 
its  operations. 

QUESTION:   GENER.ALLY  HOW  WOULD  YOU  RATE  THE  CURRENT  FINANCIAL  STATUS 
OF  THE  FINANCIAL  CONDITION  OF  THE  POSTAL  SERVICE? 

ANSWER:       Through  the  end  of  Quarter  II,  Postal  Fiscal  Year  1994,  the  Postal  Service  had  a 
loss  of  $74  million.  This  compares  to  a  planned  income  for  the  period  of  $399  million,  for  an 
income  variance  of  $(473)  million.  Operating  revenues  are  running  ahead  of  plan  by  0.7 
percent,  while  operating  expenses  are  over  plan  by  2.4  percent.  These  results  were  achieved 
during  a  period  of  adverse  weather  conditions  and  the  unfortunate  earthquake  which  hit  southern 
California. 

PRIVATE  EXPRESS  STATUTES 

QUESTION:  THE  POSTAL  SERVICE  RECENTLY  CHARGED  AN  ATLANTA  COMPANY  FOR 
THE  COST  OF  MAIL  WHEN  THE  POSTAL  SERVICE  DISCOVERED  THAT 
THIS  COMPANY  USED  A  NON-POSTAL  DELIVERY  COMPANY  FOR 
DELIVERING  THE  MAIL  WHEN  IT  WAS  NOT  "URGENT."  WOULD  YOU 
PLEASE  SUMMARIZE  FOR  THE  COMMITTEE  BOTH  THE  FACTS  OF  THIS 
SITUATION  AND  THE  STATUTE  UPON  WHICH  YOUR  ACTION  WAS  BASED? 

ANSWER:       In  June  1 991 ,  postal  inspectors  conducted  a  review  of  the  Equifax,  Inc.  mailroom 
operations.  This  review  indicated  that  a  violation  of  the  Private  Express  Statutes,  39  CFR  310 
and  320,  may  have  been  occurring. 

The  Inspection  Service  requested  Equifax,  Inc.  to  provide  documents  that  related  to  their 
Federal  Express  mailings  from  the  period  between  October  1,  1991  and  March  31,  1992.  A 
review  of  the  contract  with  Federal  Express  disclosed  that  Federal  Express  rates  did  not  always 
meet  the  "cost"  test  of  the  "urgent  letter"  exception  of  the  Private  Express  Statutes.  Moreover,  a 
review  of  mailroom  operations  and  interviews  with  mailroom  employees  on  April  16,  1992 
disclosed  that  mail  shipped  by  Federal  Express  did  not  meet  the  "time"  test  of  the  "urgent  letter" 
exception  in  the  Statutes. 
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Interviews  with  Equifax  employees  revealed  that  mailings  were  consolidated  for  more  than  400 
branch  offices  to  be  shipped  by  Federal  Express  Standard  Overnight  Delivery  (guaranteed 
delivery  by  2  p.m.  the  next  day)  every  Monday  or  Tuesday,  every  Wednesday,  and  every  Friday. 
The  nature  of  the  mall  and  the  length  of  time  it  was  held  prior  to  mailing  (two  days)  militated 
against  qualification  under  the  "urgent  letter"  exception  in  the  Private  Express  Statutes. 
Moreover,  all  mail  considered  to  be  truly  urgent  was  mailed  by  Federal  Express  Priority 
Overnight  Mail,  which  guarantees  delivery  by  10:30  a.m.  the  next  day.  Equifax  also  used  the 
services  of  Courier  Dispatch,  a  local  courier  service,  to  mail  other  articles,  such  as  inter- 
departmental envelopes,  invoices,  and  envelopes  mari<ed  "personal,"  in  violation  of  the 
Statutes. 

On  April  17,  1992,  these  violations  were  discussed  with  Equifax  managers,  who  indicated  they 
were  unaware  they  were  in  violation  of  the  Private  Express  Statutes.     They  agreed  to 
participate  in  a  mail  volume  survey  covering  the  period  between  April  21  and  May  5,  1992.  On 
May  15,  a  compilation  of  the  data  from  the  survey  of  mail  carried  by  Courier  Dispatch  and 
Federal  Express  was  completed  and  a  letter  of  demand  for  $76,036.09  was  presented  to 
Equifax.  In  lieu  of  paying  this  amount,  Equifax  was  given  the  option  of  entering  an  altemate 
Payment  of  Postage  Agreement,  retroactive  to  October  1 ,  1991 .  Equifax  also  was  given  the 
option  to  cease  and  desist  its  current  mailing  procedures  with  Federal  Express  and  Courier 
Dispatch;  use  the  Postal  Service;  or  have  the  private  couriers  raise  their  rates  to  the  required 
rates  outlined  in  39  CFR  310  and  320. 

On  May  26,  1992,  Equifax  entered  into  an  Altemate  Payment  of  Postage  Agreement  which 
allowed  them  to  ship  letters  by  private  courier  services  whose  rates  and  service  were  not  in 
compliance  with  the  Private  Express  Statutes.  This  agreement  was  effective  through  September 
30,  1992.  Equifax,  Inc.,  declined  to  renew  the  agreement  for  Fiscal  Year  1993.  On  November 
23,  1992,  a  postal  inspector  and  a  Postal  Service  customer  account  representative  met  with 
Equifax  officers  to  discuss  the  urgency  of  the  sampled  mail.  Equifax  was  notified  that  any 
disagreement  on  urgency  could  be  clarified  by  an  advisory  opinion  from  the  Postal  Service  Law 
Department.  No  such  request  was  made,  nor  did  Equifax  appeal  the  results  of  the  mail  review, 
as  they  were  advised  they  could  do. 

On  September  15,  1993,  a  postal  inspector  met  with  an  Equifax  official  to  determine  if 
procedures  had  been  implemented  to  comply  with  the  Private  Express  Statutes.  The  Equifax 
official  advised  that  the  company  was  using  Priority  Mail  for  all  non-urgent  material  and  that 
supervisors  were  knowledgeable  about  the  requirements  and  determine  what  meets  the  urgency 
test. 


QUESTION:  WHAT  IS  YOUR  GENERAL  OBSERVATION  ABOUT  THE  PRIVATE  EXPRESS 
STATUTE  IN  GENERAL  AND  THE  ABOVE  CASE  IN  SPECIFIC? 

ANSWER:    The  Private  Express  Statutes  are  an  essential  part  of  the  U.S.  postal  system.   In 
many  important  respects,  the  Postal  Service  is  structured  upon  public  policy  decisions  that 
Congress  has  made  about  the  type  of  mail  system  that  best  serves  the  interests  of  the  American 
public.  Some  of  these  decisions  are  reflected  in  the  language  of  the  appropriations  bills  reported 
by  this  committee  year  after  year,  including  provisions  regarding  small  post  offices,  rural 
delivery,  six-day  delivery,  and  free  mail  for  the  blind.  Other  statutory  policies  include  universal 
coverage,  uniform  letter  rates,  reduced  rates  for  certain  types  of  mailers,  administrative 
ratemaking  procedures,  and  federal  sector  policies  regarding  retirement  and  other  employment 
benefits,  including  workers'  compensation. 

The  Postal  Service  is  required  to  follow  these  policies  and  still  be  self-supporting.  This  means, 
among  other  things,  that  the  Postal  Service  has  to  charge  its  customers  for  a  network  designed 
for  the  overall  public  good,  whether  individual  users  would  want  to  pay  for  all  of  it  or  not.  A 
private  delivery  system  probably  would  not  operate  that  way.   It  would  look  for  the  most 
profitable  opportunities  that  would  earn  the  biggest  return  for  its  investors,  and  leave  the  rest 
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alone. 

From  the  beginning,  Congress  has  understood  that  the  concept  of  the  postal  system  as  a 
universal  public  service  would  not  survive  without  safeguards  from  predatory  competition.  Firms 
that  do  not  have  the  same  public  service  obligations  would  be  able  to  take  away  all  of  the  more 
profitable  business,  leaving  the  postal  system  and  its  remaining  customers  with  only  the  more 
costly  leftovers.  To  protect  the  financial  viability  of  the  system — including  universal  coverage, 
uniform  rates,  and  all  the  rest — Congress  restricted  competition  by  enacting  the  Private  Express 
Statutes  and  generally  reserving  the  delivery  of  letters  to  the  Postal  Service.  The  reasons  for 
establishing  the  Private  Express  Statutes  still  apply  because  the  public  service  obligations  of  the 
Postal  Service  have  not  changed. 

RECENT  RESTRUCTURING  AND  REDUCTIONS  IN  FORCE 


QUESTION:  AT  THE  BEGINNING  OF  THE  LAST  FISCAL  YEAR  MANY  THOUSANDS  OF 
POSTAL  SERVICE  EMPLOYEES  RETIRED  AND  MANY  THOUSANDS  OF 
OTHERS  WERE  TRANSFERRED  AS  A  RESULT  OF  RESTRUCTURING. 
WHAT  WAS  THE  PURPOSE  OF  THIS  RESTRUCTURING? 

ANSWER:       Marketplace  forces  dictate  a  management  structure  that  is  customer-oriented.  For 
the  Postal  Service  to  succeed  as  a  business,  it  must  become  more  accountable,  more  credible, 
and  more  competitive.  The  restructuring  was  intended  to  reduce  layers  of  bureaucracy  and 
postal  overhead  as  the  first  step  in  improving  service  quality,  customer  satisfaction  and  holding 
postage  rates  constant  by  eliminating  the  projected  $2  billion  deficit  in  Fiscal  Year  1993. 

QUESTION:  HOW  WOULD  YOU  EVALUATE  THE  OVERALL  EFFECTIVENESS  OF  THE 
RESTRUCTURING? 

ANSWER:      Although  there  is  no  single  comprehensive  statistic  by  which  to  evaluate  the 
overall  effectiveness  of  organizational  change,  there  are  several  impact  areas  that  should  reflect 
the  results  of  those  changes.  We  need  to  improve  customer  satisfaction,  increase  our 
commitment  to  employees,  improve  productivity,  and  strengthen  our  income  streams.  Fiscal 
Year  1 993  results  in  these  four  areas  indicate  positive  outcomes,  even  in  the  midst  of  one  of  the 
largest  restructurings  in  the  history  of  American  commerce.  For  the  year  immediately  following 
restructuring,  customer  satisfaction,  as  measured  independently  by  the  Customer  Satisfaction 
Index,  reached  an  all-time  high.  Although  findings  from  our  employee  opinion  surveys  indicated 
several  areas  in  need  of  improvement,  the  results  clearly  demonstrated  an  overall  high  level  of 
employee  satisfaction  with  post-restructuring  conditions.  Total  Factor  Productivity  of  Postal 
Service  operations  also  reached  all-time  highs,  growing  more  than  four  percent  in  each  of  three 
straight  quarters.  Annualized  savings  of  more  than  $1  billion  from  the  elimination  of  23,000 
overhead  positions  and  a  more  responsive  structure  led  to  better  than  expected  financial  results. 
For  these  reasons  we  think  the  restructuring  was  highly  effective,  and  will  provide  a  solid 
foundation  for  further  progress  towards  our  goal  of  providing  quality  services  at  economical 
prices. 


QUESTION:    MANY  WHO  WERE  TRANSFERRED  FILED  COMPLAINTS  WITH  THE  MERIT 
SYSTEMS  PROTECTION  BOARD.  COULD  YOU  SUMMARIZE  FOR  THE 
COMMITTEE  THE  RESULTS  OF  THESE  PERSONNEL  ACTIONS? 

ANSWER:       The  Merit  Systems  Protection  Board  has  issued  a  stay  of  all  appeals  related  to  the 
restructuring.  That  stay  will  remain  in  effect  until  the  Board  issues  its  decision  concerning 
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whether  reduction  in  force  (RIF)  procedures  should  have  been  followed  by  the  Postal  Service. 
The  Board's  stay  order  provided  that  those  employees  who  received  assignments  can  remain  in 
those  positions  until  the  Board  issues  its  decision  on  the  RIF  issue. 
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QUESTION:  WOULD  YOU  PLEASE  EXPLAIN  IN  DETAIL  THE  FACTS  REGARDING  THE 
USPS  AWARD  OF  AN  AIR  TRANSPORTATION  (ANET)  CONTRACT  TO 
EMERY  AIR  FREIGHT? 

ANSWER:      In  September  1992,  Emery  Worldwide  filed  suit  in  District  Court  to  enjoin  ttie 
award  of  the  ANET  contract  to  Postal  Air,  Inc.  Judge  Lamberth  concluded  that  the  case  had 
merit  and  ordered  that  the  technical  portion  of  the  evaluation  be  recompeted.  Upon 
consideration  of  the  cost  of  reprocuring  a  portion  of  the  solicitation  and  the  time  involved  in  doing 
this,  the  Postal  Service  chose  to  seek  a  settlement  with  the  litigants,  Emery  and  Express  One. 
The  settlement  was  approved  by  Judge  Lamberth. 

The  settlement  approved  by  Judge  Lamberth  on  April  15, 1993  provided  that: 

•  Emery  would  become  the  prime  contractor  at  the  bid  price  of  Postal  Air  of  $85  million; 

•  Express  One  would  become  a  subcontractor  and  acquire  the  same  727-200s  Postal  Air 
would  have  purchased  and  would  operate  four  legs  of  the  network; 

•  Express  One  would  share  in  a  portion  of  the  contract  work; 

•  Emery  would  withdraw  its  protest  award  made  to  Evergreen  on  the  Terminal  Handling 
Contract  (TNET  93-01). 

QUESTION:  ARE  YOU  SATISFIED  WITH  THE  REVENUE  FORGONE  ACT  WHICH  WAS 
INCLUDED  IN  THE  TREASURY,  POSTAL  SERVICE,  AND  GENERAL 
GOVERNMENT  APPROPRIATIONS  ACT  LAST  YEAR?  IF  NOT,  WHAT 
RECOMMENDED  CHANGES  WOULD  YOU  MAKE? 

ANSWER:  Our  position  on  revenue  forgone  and  preferred  rates  has  always  been  that  preferred 
rates  should  not  create  a  financial  burden  on  the  USPS  or  other  mail  users.  In  last  year's  reform 
of  the  revenue  forgone  program.  Congress  did  not  eliminate  preferred  rates,  but  they  did  end  the 
annual  appropriation  to  fund  reduced-rate  mail.  Part  of  this  objective  was  achieved  by  shifting 
some  of  the  overhead  costs  to  other  USPS  customers. 

From  a  mail  classification  perspective,  we  and  our  customers  are  disturbed  by  the  complexity  of 
the  new  restrictions  on  commercial  advertising  in  nonprofit  third-class  mail.  We  are  particulariy 
sensitive  to  criticism  that  our  mailing  standards  are  too  complex,  and  we  have  been  attempting 
to  simplify  them  to  make  it  easier  for  our  customers  to  do  business  with  us.  The  legislation 
prohibits  advertisements  for  products  and  services  that  are  not  "substantially  related"  to  the 
nonprofit  purposes  of  an  organization.  The  Postal  Service  has  opposed  the  creation  of  such 
"relatedness"  standards  in  the  past,  because  they  are  difficult  to  apply  at  the  time  of  mailing,  and 
may  lead  to  the  assessment  of  revenue  deficiencies  after  mailings  are  made.  This  leads  to 
increased  mail  acceptance  costs  for  the  Postal  Service,  and  uncertainty  for  our  customers. 

We  are  currently  devoting  considerable  effort  to  develop  fair  and  equitable  guidelines,  applying 
wherever  possible  the  Internal  Revenue  Service's  standards  for  what  is  "substantially  related"  to 
an  organization's  purpose.  We  are  also  planning  to  rely,  to  a  considerable  extent,  on  mailers' 
good-faith  compliance  with  those  guidelines,  rather  than  subjecting  each  mailpiece  to  detailed 
scrutiny  and  delay  at  the  time  of  mailing.  In  the  future,  we  hope  that  Congress  will  help  us  avoid 
these  types  of  problems,  by  avoiding  legislation  that  conditions  reduced-rate  eligibility  or 
restrictions  on  difficult-to-apply  subjective  standards. 

QUESTION:  DO  YOU  CURRENTLY  SEE  ANY  SIGNIFICANT  ABUSE  OF  THE  SUBSIDIES 
DIRECTED  BY  REVENUE  FORGONE?  ARE  THERE  ORGANIZATIONS 
DESIGNATED  AS  501  (c)  (3)  THAT  USE  THE  MAIL  AT  SUBSIDIZED  THIRD 
CLASS  RATES  FOR  PURPOSES  THAT  WERE  NOT  INTENDED  TO  BE 
SUBSIDIZED? 

ANSWER:  It  has  been  our  belief  that  the  intent  of  Congress  is  to  restrict  revenue  forgone 
eligibility  to  a  limited  number  of  groups.  Our  position  has  been  that  a  narrow  interpretation  of 
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eligibility  reduces  opportunities  for  abuse.  A  suggested  interpretation  of  the  Act  would  be  to  limit 
eligibility  to  501  (c)  (3)  charitable,  religious,  educational  or  scientific  groups;  501  (c)  (5)  labor, 
agricultural,  or  horticultural  groups;  501  (c)  (8)  and  501  (c)  (10)  fraternal  beneficiary  societies;  or 
501  (c)  (19)  veterans  organizations.  In  addition,  eligibility  could  include  certain  churches  and 
church  groups;  organizations  with  mininnal  gross  income;  and  classroom  schools  exempt  by  law 
or  regulation  from  applying  for  formal  recognition  under  section  501  (c)  (3). 

The  Postal  Service  continues  to  do  its  best  to  interpret  the  statute  in  accordance  with  the  intent 
of  Congress,  although  the  vague  wording  of  the  statute  does  present  a  challenge.  We  are  not 
aware  of  organizations  that  are  designated  as  501  (c)  (3)  that  were  not  intended  to  be  subsidized. 


QUESTION:  HOW  MUCH  MAIL  AT  WHAT  COST  DO  YOU  CALCULATE  IS  SENT  UNDER 
REVENUE  FORGONE  AND  YET  CLEARLY  DOES  NOT  MEET  THE  TEST  OF 
THE  INTENT  OF  CONGRESS  FOR  POSTAL  RATE  SUBSIDY? 

ANSWER:       The  Postal  Service  currently  is  developing  regulations  to  implement  the  eligibility 
restrictions,  so  it  is  somewhat  premature  to  respond  fully  to  this  question.  A  preferred 
interpretation  of  the  intent  of  Congress  would  exclude  501  (c)  (4)  social  welfare  organizations; 
501  (c)  (6)  business  leagues;  501  (c)  (7)  social  clubs  and  certain  political  parties  and  committees 
which  currently  are  permitted  to  mail  at  nonprofit  rates.  Under  this  interpretation  we  estimate  the 
annual  savings  associated  with  excluding  those  groups  would  be  on  the  order  of  $23  million  at 
full  rates. 

It  was  originally  our  intention  to  use  the  Internal  Revenue  Code  with  regard  to  "substantially 
related"  products  or  services  as  our  guide  in  interpreting  revenue  forgone  eligibility.  We  are 
acutely  aware  of  the  concem  that  our  regulations  will  have  on  the  mailing  community  and  have 
sought  written  and  oral  comments  on  our  proposed  rules.  We  have  received  written  comments 
from  over  560  parties  and  oral  comments  at  a  public  meeting  from  14  individuals.  Many  of  these 
comments  were  insightful  and  helpful.  We  are  reviewing  them  all  and  our  final  rulemaking  will 
incorporate  these  suggestions  where  appropriate. 

It  continues  to  be  our  position  that  a  clearty  articulated  rule  that  closely  follows  IRS  standards  for 
"substantially  related"  matter  is  preferred.  We  also  are  concemed  that  we  minimize  the 
paperwork  impact  of  the  new  rules  on  both  ourselves  and  our  customers. 
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EXPRESS  AND  PRIORITY  MAIL 


QUESTION:  HAVE  THE  NEW  EXPRESS  MAIL  AIR  HUB  CONTRACTS  GENERATED  ANY 
SIGNIFICANT  NEW  VOLUMES  OF  EXPRESS  MAIL? 


ANSWER: 

hub. 


No.  Express  Mail  volumes  have  increased  only  slightly  since  the  opening  of  the 


QUESTION:   IS  THE  EXPRESS  MAIL  AIR  NETWORK  ESSENTIAL  FOR  YOUR  PRIORITY 
MAIL  PRODUCT?   IF  NOT,  CAN  THOSE  MAIL  VOLUMES  BE  TRANSPORTED 
ON  THE  COMMERCIAL  AIR  TRANSPORT  SYSTEM  AT  SUBSTANTIALLY 
LOWER  COSTS? 

ANSWER:      The  Eagle  Network  provides  air  transportation  of  Priority  Mail  during  hours  of  the 
night  when  commercial  air  transportation  is  not  available.  Although  the  destination  core  cities  on 
the  Eagle  Network  could  be  served  by  later  arriving  commercial  flights,  the  use  of  the  Eagle 
Network  affords  the  Postal  Service  additional  time  through  earlier  arrivals  at  the  destination 
airport  in  which  surrounding  areas  and  cities  can  be  reached  by  surface  transportation  moving 
Priority  and  other  classes  of  mail.  If  later  arriving  commercial  flights  were  used  in  lieu  of  the 
Eagle  Network,  Priority  Mail  destined  for  many  of  thses  cities  and  areas  often  would  have  to 
transfer  at  major  commercial  air  hubs  to  reach  the  final  destination  in  a  shorter  time  period, 
thereby  increasing  the  risk  of  service  failure. 

Finally,  commercial  airtines  do  not  have  adequate  capacity  during  seasonal  peaks  such  as 
Christmas  to  accommodate  Priority  Mail.  Daily  use  of  the  Eagle  Networi<  for  approximately  8 
percent  of  the  Priority  Mail  volume  allows  for  rapid  expansion  of  that  service  during  times  when 
commercial  air  cannot  handle  our  product.  This  approach  provides  a  good  business  balance 
between  service  and  cost  and  is  most  advantageous  to  the  Postal  Service. 


QUESTION:  HOW  MUCH  OF  THE  TOTAL  VOLUME  OF  MAIL  TRANSPORTED  ON  THE 

EXPRESS  MAIL  AIR  NETWORK  IS  NOT  EXPRESS  MAIL?  HOW  DOES  THIS 
COMPARE  WITH  THE  VOLUMES  OF  LAST  YEAR? 

ANSWER:      The  average  amount  of  mail  passing  through  the  Hub  each  night  is  570,000 
pounds,  76  percent  of  which  is  Priority  Mail  (433,200  pounds),  while  24  percent  is  Express  Mail 
(1 36,000  pounds).  Last  year  we  were  averaging  about  450,000  pounds  total,  with  the  same 
percentage  split  between  the  two  classes  of  mail.  The  increased  volume  was  attributable  to  the 
larger  aircraft  in  the  network  and  the  expansion  of  surface  feeder  routes  within  a  150  mile  radius. 


QUESTION:    I  UNDERSTAND  THAT  YOUR  ADVERTISING  OF  PRIORITY  MAIL  HAS  BEEN 
EFFECTIVE  IN  GENERATING  SUBSTANTIAL  GROWTH.  AS  THIS  TREND 
CONTINUES,  DO  YOU  HAVE  PLANS  TO  EXPAND  THE  CAPACITY  OF  THE 
EXPRESS  MAIL  NETWORK  JUST  TO  ACCOMMODATE  THE  NEW  VOLUMES? 


ANSWER:      It  is  not  our  policy  to  expand  the  Express  Mail  air  networi^  to  accommodate  Priority 
Mail.  It  is  our  strategy  to  increase  Express  Mail  volumes  by  acquiring  dedicated  mailers  that 
use  ovemight  and  two-day  express  services  and  by  increasing  the  network  reach  of  the  product. 
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QUESTION:  IS  EXPRESS  MAIL  LOSING  MARKET  SHARE  IN  THE  OVERNIGHT  SERVICE. 
WHAT  IS  YOUR  CURRENT  MARKET  SHARE? 

ANSWER:  Yes.  The  market  rate  of  growth  currently  is  10  percent,  while  Express  Mail  growth, 
through  Accounting  Period  6  of  Fiscal  Year  1994.  is  6  percent.  In  Calendar  Year  1993,  our 
market  share  in  volume  of  the  ovemight  market  was  approximately  8.5  percent. 
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QUESTION:   THE  POSTAL  SERVICE  IMPLEMENTED  A  NEW  AIR  CONTRACT  ON 

MARCH  12,  1994.   THE  SCHEDULED  AIRLINES  HAVE  EXPRESSED,  AND 
CONTINUE  TO  EXPRESS,  DISAPPOINTMENT  IN  THE  LOWER  RATE  THAT 
THE  POSTAL  SERVICE  ESTABLISHED  FOR  THIS  CONTRACT.   I 
UNDERSTAND  THAT  THIS  RATE  REDUCTION  COMES  AT  A  TIME  WHEN 
THE  POSTAL  SERVICE  IS  EMPHASIZING  AND  IMPLEMENTING  SERVICE 
PERFORMANCE  MEASUREMENTS  THAT  WILL  REQUIRE  MORE  FROM  THE 
AIRLINES.  WOULD  YOU  COMMENT  ON  THIS? 

ANSWER:  The  lower  rate  is  a  result  of  comprehensive  market  analyses  performed  by  a  group 
of  aviation  and  accxjunting  consultants.  This  rate  reflects  the  rates  paid  in  the  commercial  freight 
market  and  the  Postal  Service's  position  as  the  largest  single  user  of  cargo  space  on  commercial 
airlines. 

The  new  air  system  contract  emphasizes  the  Postal  Service's  demand  for  high  quality  service. 
This  is  not  new.  The  Postal  Service  demands  a  high  level  of  performance  from  all  its  suppliers, 
and  transportation  suppliers  are  no  different.  The  Postal  Service  has  not  added  emphasis  on 
service;  rather,  we  have  determined  a  different  way  to  measure  the  service  quality  we  receive 
from  our  commercial  air  transportation  suppliers.  The  airlines  are  contractually  required  to 
transport  the  mail  on  flights  specified  on  Postal  Service  routing  instructions.  This  is  the  same 
requirement  that  existed  in  previous  contracts  for  the  air  transportation  of  mail  and  under  the 
CAB  when  air  transportation  was  regulated  by  the  Federal  government.  The  measurement 
system  will  allow  the  Postal  Service  to  differentiate  and  assign  mail  volume  based  on  the  level  of 
service  being  provided. 

The  development  of  the  Performance  Measurement  (PM)  System  began  in  September  1991  with 
a  task  force  comprised  of  Postal  Service  and  airtine  executives.  This  joint  task  force  determined 
that  the  commercial  airtines  had  the  capacity  and  the  schedules  to  meet  a  large  percentage  of 
the  Postal  Service's  requirements.  The  task  force  also  determined  that  the  Postal  Service 
should  reward  top  performing  airtines  with  more  mail  volume. 


QUESTION:  I  ALSO  UNDERSTAND  THAT  THE  RATE  METHODOLOGY  USED  BY  THE 

POSTAL  SERVICE  TO  DETERMINE  THIS  RATE  HAS  BEEN  CHALLENGED  IN 
AN  INDEPENDENT  STUDY  THAT  WAS  CONDUCTED  AT  THE  REQUEST  OF 
THE  AIR  TRANSPORT  ASSOCIATION  AND  THAT  THE  RATE 
METHODOLOGY  IS  CURRENTLY  UNDER  REVIEW.  IS  THIS  CORRECT?  IF 
SO,  WHAT  IS  THE  STATUS  OF  THIS  REVIEW?  THE  COMMITTEE  IS 
INTERESTED  IN  THIS  ISSUE  AND  WOULD  LIKE  YOU  TO  KEEP  US 
INFORMED  OF  ANY  DEVELOPMENTS  AND  OF  COURSE,  PROVIDE  US  WITH 
THE  COMPLETED  REVIEW. 

ANSWER:      On  November  4, 1993,  the  Postal  Service  provided  a  public  and  detailed  briefing 
on  the  methodology  used  in  the  development  of  the  uniform  system  rate.  The  Air  Transport 
Association  (ATA)  and  every  airtine  was  provided  with  the  methodology,  including  two  data  sets, 
each  containing  over  20,000  records. 

The  ATA  hired  a  consultant,  Gellman  Research  Associates  (GRA),  to  analyze  the  Postal 
Service's  proposed  rate.  Several  airtines  and  the  ATA,  with  the  assistance  of  their  consultant, 
provided  the  Postal  Service  with  comments.  The  report  submitted  by  the  ATA  (37  pages) 
criticized  the  regression  model,  statistical  techniques  and  estimation  process. 
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The  Postal  Service,  with  the  assistance  of  its  consultant,  Price  Watertiouse,  reviewed  the  GRA 
study,  as  well  as  the  comments  submitted  by  individual  airlines.  Individual  responses  were 
provided  to  the  ATA  and  each  airline.  The  result  of  our  review  led  to  a  slight  adjustment  of  our 
rate  upward.  For  the  most  part,  however,  the  criticisms  did  not  persuade  us  to  change  the  basic 
methodology.  Given  the  chance  that  their  data  vwuld  be  persuasive,  the  Postal  Service 
provided  the  ATA,  in  a  February  3,  1994  letter,  with  a  request  for  specific  data  v^ich  we  would 
require  to  further  analyze  the  rate  issue. 

In  a  February  18,  1994  correspondence,  the  ATA  informed  the  Postal  Service  that  its  member 
airiines,  due  to  contractual  and  internal  policy,  v\x>uld  not  be  able  to  provide  the  specific  and 
detailed  data  required  by  the  Postal  Service. 

The  ATA  has  suggested  that  the  Postal  Service  accept  average  contract  information,  w^ich 
individual  airlines  could  provide.  Average  contract  information  is  of  little  value  in  determining  a 
fair  and  reasonable  system  rate.  The  Postal  Service  developed  the  uniform  system  rate  using 
specific  market  data.  Average  data  might  contain  accounts  that  are  not  comparable  to  the 
Postal  Service  and  charges,  such  as  insurance,  that  are  not  applicable.  The  Postal  Service 
should  be  treated  like  any  other  large  freight  shipper  who  has  specific  needs. 

All  major  airlines,  with  the  exception  of  Alaska  Airlines,  have  signed  the  new  contract,  which 
began  on  March  12,  1994,  and  vAW  run  through  March  8,  1996.  We  continue  to  be  open  to 
discussion  with  all  parties  and  hope  that  detailed  information  becomes  available.  We  will  be 
pleased  to  keep  the  Subcommittee  informed  of  developments. 

QUESTION:  WHAT  WERE  THE  VOLUMES  OF  EXPRESS  MAIL  LAST  YEAR,  WHAT  ARE 
THEY  THIS  YEAR  AND  WHAT  IS  YOUR  FORECAST  FOR  NEXT  YEAR? 

ANSWER:     In  Fiscal  Year  1993,  Express  Mail  volume  was  52.4  million.  For  the  first  tvo 
quarters  of  this  fiscal  year  volume  is  25. 1  million,  6  percent  atx)ve  the  same  period  in  Fiscal 
Year  1993.  Our  forecast  for  the  entire  fiscal  year  is  54.9  million  pieces,  or  5  percent  atove  the 
previous  fiscal  year.  Our  current  rate  forecast  calls  for  Express  Mail  volume  to  decline  to  52.2 
million  pieces  in  Fiscal  Year  1995. 


QUESTION:  WHAT  WAS  THE  EXPRESS  MAIL  ADVERTISING  BUDGET  FOR  LAST  YEAR, 
THIS  YEAR  AND  WHAT  ARE  THE  ADVERTISING  PLANS  FOR  NEXT  YEAR? 

ANSWER:     In  Fiscal  Year  1993,  the  Express  Mail  advertising  budget  was  approximately  $31 
million  as  shown  in  the  current  rate  and  classification  case.  Advertising  budgets  for  current  and 
future  years  are  extremely  sensitive  business  secrets  and  thus,  the  Postal  Service  does  not 
disclose  this  information  publicly. 


QUESTION:   WHAT  WERE  THE  VOLUMES  OF  PRIORITY  MAIL  LAST  YEAR,  THIS  YEAR 
AND  WHAT  IS  FORECAST  FOR  NEXT  YEAR? 

ANSWER:  Priority  Mail  volume  was  664.4  million  pieces  in  Fiscal  Year  1993.  We  expected  to 
handle  728  million  pieces  this  fiscal  year  and  773.3  million  in  Fiscal  Year  1995,  assuming  the 
proposed  10.3  percent  increase  is  implemented  at  the  beginning  of  the  fiscal  year. 
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QUESTION:  BY  USING  EMPTY  SPACE  ON  THE  HUB  FLIGHTS  TO  MOVE  FIRST-CLASS 
AND  PRIORITY  MAIL,  ARE  YOU  LOWERING  THE  UNIT  TRANSPORTATION 
COST  FOR  EXPRESS  MAIL  AND  SUBSIDIZING  THIS  PRODUCT  WITH  FIRST 
CLASS  AND  PRIORITY  VOLUMES  TO  AVOID  HAVING  TO  CHARGE  A 
HIGHER  EXPRESS  MAIL  RATE  TO  COVER  FULLY  ALLOCATED  COSTS  OF 
PROVIDING  THIS  SERVICE? 

ANSWER:      Although  First-Class  and  Priority  Mail  share  the  capacity  and  the  costs  of  the  hub 
flights  with  Express  Mail,  they  do  not  subsidize  Express  Mail.    The  First-Class  share  of  the  hub 
flights'  cost  is  set  equal  to  the  commercial  air  equivalent  cost  for  the  weight  of  First-Class  Mail  on 
the  hub  flights.  Thus,  First-Class  Mail  traveling  on  hub  flights  pays  no  more  than  would  be 
required  if  it  traveled  on  non-hub,  commercial  air  flights.  Priority  and  Express  Mail  share  all  of 
the  costs  of  hub  flights,  less  the  amount  allocated  to  First-Class  as  described  above,  based  on 
relative  cubic  feet  of  capacity  used  by  each  class.  This  has  been  appropriate  in  the  past,  given 
our  dependence  on  the  hub  flights  to  meet  both  Express  and  Priority  Mail  service  commitments. 


QUESTION:  YOU  HAVE  INDICATED  THAT  THERE  IS  NO  ADDITIONAL  COST  OF  USING 
EMPTY  SPACE  ON  THE  HUB  FLIGHTS  FOR  OTHER  MAIL  CLASSES. 
CONSIDERING  YOU  ARE  FLYING  727  AIRCRAFT  WITH  FAR  MORE 
CAPACITY  THAN  IS  NEEDED  FOR  THE  ACTUAL  VOLUMES  OF  EXPRESS 
MAIL  TO  BE  FLOWN,  COULD  YOU  EXPLAIN  HOW  THERE  IS  NO 
ADDITIONAL  COST? 

ANSWER;       In  the  short  run,  on  any  given  day,  there  may  be  excess  capacity  for  hub  flights 
which  can  be  used  at  little  or  no  additional  cost.  In  the  long  run,  however,  increases  (decreases) 
in  Express  and  Priority  Mail  volumes  will  require  increase  (decreases)  in  hub  flight  capacity  for 
which  those  classes  should,  and  do,  pay  the  cost. 


QUESTION:  TAKING  INTO  CONSIDERATION  THE  COSTS  OF  OPERATING  YOUR  HUB 
AND  FLEET  OF  AIRCRAFT  WITH  YOUR  STATED  EXCESS  CAPACITY,  ARE 
THE  EXPRESS  MAIL  RATES  BELOW  WHAT  THEY  SHOULD  BE  TO  ALLOW 
YOU  TO  COMPETE  WITH  THE  PRIVATE  SECTOR? 

ANSWER:  No,  as  explained  above.  Express  Mail  pays  its  share  of  hub  flight  costs  and  there 
is  no  cross  subsidy  of  Express  Mail  by  other  classes.  Thus,  Express  Mail  competes  fairiy  In  the 
market  place. 
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